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RECORD I 1 

Memoranda by the Secretary of State for India on 
the Financial Implications of (1) Provincial Autonomy 
and (2) Federation 

1, Tile object of this paper, is, to; afford -^soine' gaide to tlie. . points ' wHiicli' 
may arise in discussion of tlie financial implications of tlie. constitutional 
elianges now under eonsideration ; it does not attempt to supply answers to 
tlie problems wliich arise, nor' do any^ opinions 'expressed reflect tbe views 
of Hk Majesty’s G.O'Vernment. Figures are given in cro^res of rupees p one 
crore — i.e. , ten million— -of rupees, is .equivalent to. £750,, 000., Sterling 
eciiiivaleiits, in iiiillioiis of pound,s to two 'decimal places, ' have been indicated 
in the margin. 

2. The problem of the allocation of resources under the new Constitution 
may be considered under two heads; firstly, the readjustments which are 
desirable in the financial relations of the Centre and the Provinces if the 
latter become autonomous; and secondly, the financial implications of the 
cstablislinient of a Federation. As far as possible, the two points are 
separately treated as Parts I and II below. A summary of the proposals 
ill the White Paper is given as Part III. 


Pabt I. 

3. At present all the revenues of British India are in theory available 
to the purposes of the Governor-General in Council, and the Government 
of India Act of 1919 does not recognise any division between the revenues 
of the Centre and the Provinces. But Rules under section 45 a of the Act 


assign ceiiiain sources of revenue to the Provinces, corresponding in the 
main to the provincial subjects administered by them, though the Centre 
retains a final call on ail the revenues of the Provinces (see Devolution 
Rules 14-20). In practice the Provinces budget for the disposal of the 
revenues accruing to them under these arrangements and the Centre only 
intervenes to the extent of requiring a Province to re-establish its finances 
in the event of a deficit. The general result at the present time is shown 
in the following Table, from which may be gathered the manner in which 
the total revenues of British India are now divided as between the Centre 
and the Provinces, the main sources from whidh revenues are derived, and 
the relative importance of the various items of revenue and expenditure. 

Table I. 

Budget Estimates of Bevemie and Expenditure of Ceiitral and Frovincial 


Governments in 1933-34. 


Central Revenue. 

Rs. == 

Crores, millions. 


Cnstoms (net) 

50 '27 

37*70 

Income taxes (net) 

17*21 

12*91 

Salt (net) 

7*60 

5*70 

Other taxes (net) 

•60 

•45 

Il^et tax revenue ... 

75*68 

56*76 

Opium (net) 

•63 

•47 

Railways (net) 



Currency and Mint (net) ... 

1*11 

•83 

Payments from States 

•74 

•56 

Total 

78-16 


Provincial Revenues. 


Land Revenue 

35-29 

26-47 

Excise ... ^ ... 

14-85 

11-14 

Stamps 

12*40 

9-30 

Registration 

1*14 

•86 

Scheduled Taxes ... 

•43 

•3*2 

Total tax revenue ... 

64*11 

48-08 

Forests (net) ... 

•69 

iii*s 

Irrigation (net) ' ... 

•49 

mMm 

Misdeflaneous ... ■ ... 

11-32 

8-49. 

H.W.F.F. subvention ) 4 ;.,: 

1:00 

iiils 

► ’ 

■ ' 77^61 • 

M.n 


Central Expenditure. 

Rs. = & 

Grores millions. 
Post and Telegraphs (net) ... *61 *40 

Debt: 


Interest (net) 

8-97 

6-73 

Reduction of Debt 

6-89 

5-17 

Civil Administration (net) ... 

8*76 

6-57 

Pensions (net) 

3*02 

2*26 

Civil Works (net) 

1*72 

1-29 

Defence Services (net) 

40*20 

34*65 

Subvention to N.W.F.P. ... 

1-00 

■76 

Miscellaneous (net) 

•74 

•55 

Total 

77*91 

58-43 

Provincial Expenditure. 
Land Revenue and General 


Administration 

14*86 

1M4 

Police 

12-38 

9-28 

lails and Justice 

7-66 

5*75 


4-21 

3-16 


5-08 

3-81 


11-80 

8*85 

Medical and Public Health... 

5.23 ' 

3,92 

Agriculture and Industries ... 

2*89 

,,,.2*17 


8-33 

6-25 



5-61 


: 79>78 ;, 

’'59-84 


AS 
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£ millions 


-63*68 

t5S*62 

$58*43 


§68*62 


!i66*19 

f58*21 

ttl*60 
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4. These figures cannot be taken as representing a Tifirniai liiirlgct ; th. y 
reflect the results of depression and of the so%^re ecoiioinic-s in hoth Army 
and Civil expenditure undertaken to meet it. If a comparison l>e Jinnie 
with tlie table given on page 215 of Volume II of tlie Heport of the Statrnmry 
Commission, it will be seen that tlie Central revenue lias tlccliiicd frimi 
84.9 crores* in 1929-30 to 78,16 crorest in tlie pieseiit ^l^uidgct yt^ain and 
the expenditure lias been reduced from 84. 9 crores'^’’ to *74)1 crores.^, «!fi 
order to make the trro sets of figures comparable the cost of eolleerioii has 
been treated as a deduction from revenue instead of an item of cxpoii-diinrc.) 
The figure of 78.16 crores§ lias onlv been attained by ei!ierger;i*y taxarioii, 
i.e. the surcliarge on income tax, customs and salt, i'lie prori:nnal ligure? 
represent a fall in aggregate income from 88.25 crorcsi' to 77.61 erarcs;5{ and 
the aggregate surplus of 14 erores*'^ shown in 1929-30 has been converted 
into a deficit of 2 crores.ft The abnormality of the current budget makes 
it an insecure basis for estimating the result of the adjustments which will 
be required in the relations of the Centre and the Provinces, and the sub- 
sequent paragraphs will furnish proof of the great difficulty we must 
encounter in gaining a clear financial perspective of the effect- of the con- 
stitutional changes now under discussion. 

If the Provinces are to- become autonomous, it »wil! be necessary to 
tplace them in possession of resources secured to them by statute, and to 
consider what power, if any, the Centre (however constituted) sliould have 
to call upon these resources in a national emergency. On the other hand, 
separation of finance must be complete in the sense that the finances of 
the Provinces must be self-contained ; we must envisage the end of a situa- 
tion in which Provinces can feel that they have a right to rely on Central 
assistance in the event of a breakdown of their own finance. The alloca- 
tion of powers and resources must obviously be such as to recognise the 
strength of the claims which the spheres of action assigned to the Centre 
■and the Provinces respectively entitle them to make upon the total available 
finances of British India. Viewing the total sum available as a common pool, 
it is legitimate to regard the demands of the Centre upon that pool as 
normally definable and subject to limitation, since supply is required by 
it mainly for charges such as Defence, Debt Services, and the comparatively 
restricted sphere of Central Civil Administration, It must at the same 
time be accepted as an axiom that the dominant importance of the safety 
and credit of India requii*es that the Central demand for supply should 
constitute a prior charge. Moreover, the means available to the Centre 
must be adequate to fixlfii additional demands due to emergencies, such as 
frontier war or economic depression. Huch demands, it is suggested, ought 
normally to be capable of fulfilment from within the Central field of taxa- 
tion. Although it is possible to give the Centre a povrex' of precept upon 
the incomes of the Provinces in such emergencies, in practice this would 
create great difficulties because a sudden., derangement of their adminis- 
trative and other activities would probably result, even to the point of 
a breakdown. Wthile the scdpe of. Central demands is thus to a large degree 
measurable, the demand of the Provinces must, on the other hand r be 
regard^ as milimited, smto they are concerned with ail the important 
■ activities necessary to naiional development. For the present purpose 
\ however it is to be noted/.that-'"there are two immediate claims which take 
priority over this more general; claim. : '^The first comes from those Provinces 
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viiicli'.expe.rieiice ■ show's , to -be more 'or less ' permanently in deficit or on the 
boriler-liiie of de,ficit even witli'„ tbe, present., limited scale ' of .:expeiTditii.re. 
There is.' go.oci'groiiiid:' for . feeling that .it. would be impracticable to give 
.aiitonoiiioiis powers to these Provinces before ''such a situation is rectified. 
Secondly, ill addition to the maintenance of special provision for the 
..'Nor.tli-l^'est ..Frontier Province, substantial -sums' will be required to finance 
the new Provinces which it is proposed, .to ' create, viz. -Sind and Orissa, 
idoreover, when considering the effect of these various claims, it will be 
necessary to have regard in any calculations to the possibility of the separa- 
tion of Burma. 

6. It will be apparent from this preliminary sketch that the problem of 
the allocation of powers and resources as between the Centre and the 
Provinces resolves itself into three objectives, which in order of priority, are 
as follows : — 

(1) To xirovide the Centre with (a) a secure means of meeting the 
normal demand on account of the services for which it is responsible, 
together .with an adequate reserve power to raise from its own resources 
the additional sums which those services may in an emergency require ; 
and (h) some additional reserve to meet necessary developments in its 
own siihere of work (of which Civil Aviation may be taken as an 
illustration). 

(2) To secure to the Provinces, as a minimum, the amounts now 
available to them, together with the sums required to meet the 
ascertained deficits of certain Provinces and to establish the newly- 
created Provinces. 

(3) To secure that, when (1) and (2) are satisfied, the main benefits 
of any improvement in Central finances will inure to the benefit of the 
Provinces. 

7. In applying the principles thus stated, it is of course necessary to 
abandon the convenient supposition of a common pool, and to take up the 
concrete problem of the assignment of sources of revenue. Their assign- 
ment must be conditioned by the respective spheres of legislative and ad- 
ministrative control, which connotes that, in the main, they will be the 
same as are shown in Table I above. Such a distribution of sources gives 
the Centre most of the elastic heads of income, such as Customs, Taxes on 
Income and Salt. In general these heads have in the past shown them- 
selves to be expanding or readily capable of expansion. The Provinces on 
the other hand possess heads of income which are relatively inelastic and 
incapable of expansion. Thus Land Revenue (which is responsible for nearly 
half the present aggregate income of the Provinces) is permanently fixed 
in some Provinces, while in others it can he reassessed only at fixed 
intervals, which in some cases are as much as 40 years. Excise, the second 
largest provincial head, may with a recovery to normal conditions show 
some return towards the figure of 1029-30 (namely, 19.44 crores*) included 
in the table given at page 215 of the Report of the Statutory Commission; 
but progress in this direction is always liable to be retarded by the tendency 
of local Legislatures to support schemes of restriction based on a policy 
of prohibition. With these general considerations in mind, we may now 
turn to the first question arising,, viz., what are the requirements of the 
first principle stated in paragraphed' above, and how far is it possible 
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to provide, after its satisfaction, for a surrender, by : tlie ; Gentre, , e in 
the present or in the future, of any part of the income .whicli it can dra.w 
from the sources assigned to it? 

S. It would not be useful to attempt any estimate of the provision re- 
quired to satisfy the first principle of paragraph 6 except on the basis of 
existing conditions and modifications which can be clearly foreseen. For 
installed, credit cannot be taken for fundamental reductions in the scale 
of Defence or for new taxes which cannot be expected to materialise in the 
immediate future and the yield of wdiieh is problematical. In approaching 
the expenditure side of the current Central budget, it must again be 
emphasised that the figures show- m represent the result of severe economies. 
The principal item, Defence Services, stood at 56.23 crores* net 10 years ago, 
and the fail to 46.20t net is due largely to retrenchment, though also 
(to the extent of about 1 crorej) to the fall in commodity prices— a factor 
ivhich may prove to be temporary. The present budget figure is regarded 
by the Military authorities as barely satisfying the normal requirements 
of the Army at its present strength, for it has involved the depletion of 
stocks of supplies and the postponement of building and other programmes. 
The next largest head. Debt Services, already reflects a substantial pro- 
portion of the possible savings by conversion, so that the range of possible 
decrease in the near future is limited. Civil Administration has already 
been heavily reduced, the figure of 8,76 crores§ net representing a decrease 
of 2£- croresjj in four years. The expenditure side of the Central budget 
certainly appears to bear out the Finance Member’s descrixjfcion of fine 
cut.^’ Furthermore, there are certain more or less visible increases to be 
accounted for. The complete restoration of the pay cuts would cost rather 
more than croreslf (excluding llailways). We are here considering only 
items thaffc can be foreseen apart from the federalising of the Centre; 
the possible additional cost of the new constitutional machinery due 'to 
Federation will be considered in a later paragraph. The only offsetting 
factor in prospect appears to be the gain or .6 crore** through cliarging 
the Provinces wdth the cost of their Audit and Accounts at present paid 
for by the Centre, On the whole, it seems improbable that obligatory ex- 
penditure will decline in the next few years, and even possible that it will 
rise slightly above its present level. 

9. Clearly therefore the resources reserved to the Centre must continue to 
produce no less revenue than is at present available. Any margin for 
transfer to> the Provinces must arise either from a higher yield of the 
existing taxes and an improvement of the non-tax sources, or from the 
opening up of new sources of revenue. An examination of the potentialities 
of inii)roremexiit in existing sources is not easily reduced to concrete figures, 
but one consideration is of relevance. Non-tax receipts, especially from 
the “ commercial ” departments, have declined heavily under the influence 
of depression. The extent df this decline is shown by a comparison of the 
figures at page 215 of the Statutory Commission’s Eeport which took credit 
for 6.25 crorestt from Eailways and 2.35 crores|| from Opium. In spite 
of economic depression, tax fates have been so enhanced as to give an actual 
increase of over ciwes;S'i this has involved very high rates and a strain 
which it is difficult to malhtam. vAn' Iniprovement in the position is de- 
pendent on world economic- feedvefy, ; to which India may be ‘expected to 
react as rapidly as almost, .apy^ country ; railway receipts, for - instance, -have 
on previous occasions shown' to a sudden recovery in trade 
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coiKiitionSj and it lias just been shown how important a part tliey can 
bear in the total Central receipts. On the other haM, there are some i-athex^ 
more ponderable adverse factors to- be considered. Firstly, nnlerss aiicl nntil 
recovery takes place, the iposition is bound to remain somewhat precarious. 
Thus the trade balance depends on, gold exports, a , discontinuance of which 
would affect India’s iiower to finance imports and makes serious inroads on 
Cnstoms revenue. Secondly, whether or not there is aii early recovery, the 
following ]:>oints must be noted. Customs receipts are already 'being heavily 
reduced owing to the effect of a protective tariff in stimulating a rapid 
growth, of the wdiite sugar industry; while the high protective duty on 
piece-goods may also produce a deterioration in receipts. Currency receipts 
would be reduced by ratlier m'Oi'e than 1 crore'"' per annum in the early 
years of tlie propo>sed Reserve Bank, pending its development of full profit- 
earning capa.€ity. Receipts from Opium (now .63 croret net) may be ex- 
pected to vanish alter 193o owing to tlie policy of restricting exports. 
Moreover, the separation of Burma would occasion a net loss to the Central 
budget of from 2 to 4 croresj — ^the exact amount cannot be stated as several 
important questions hav^e yet to be settled, but this seems a safe estimate 
of the probable range. Thirdly, the scope and rapidity with which the 
effects of recovery would be felt are subject to further limitations. Some 13 
crores§ of revenue in the cur. rent budget are attrilm table to the recent 

emergency ” surcharges on Customs, Taxes on Income, and Salt. A re- 
duction in the presesit high rates is generally considered desirable, and 
presupposes a very considerable econ'omic recovery if the present yield is to 
be raaiiitainecl at lower rates. Again, although recovery should bring about 
an appreciable improvement in receipts from “ commercial ” departmen ts, 
yet in looking at the levels attained in the years of comparative prosperity 
rt must be remembered that the Railwa.ys now bear heavier interest charges 
than in the previous period; their reserves are lieavily depleted and must 
presumably be restored as conditions improve; and even the present un- 
satisfactory position is arrived at after benefiting to the extent of nearly 
l|r croresj! from pay cuts. The Posts and Telegraphs Deparime,at is also 
in a less* favourable position owing to the burden of revised salaries. To 
summarise the Central revenue position therefore, it may be said that, 
witliotjt a general trade recov^ery, the position is not only jirecarious but 
liable to some deterioration. With trade recovery, the Central position will 
rapidly improve, hut the exact measure of improvement is not predictable, 
and it is not until we have seen the earlier stages of recovery tliai we 
slmli he able to determine the extent of the additional resources on which 
we can count. 

10. As regards immediate prospects of opening up new sources of revenue, 
there is nothing to be added to the conchisions in Chapter III of the 
Federal Finance Committee’s Report. These were that a Central excise duty 
on tobacco grown or manufactured in India could not be relied on to yield 
any substantial revenue in the near future; that an excise duty on matelies 
was a practical ^proposition and might yield 2| croresf in British India ; but 
that no immediately reliable sources of hew revenue could he detected in 
the direction of other excises, monopolies or' .special treatment of certain 
stamp duties. Though the Central Government (whether Ifederalised or 
not) may be compelled to make the attempt to raise fresh revenues by 
means of new excises, yet it is, • possible' only to conclude that the excise 
on matches is the sole new tax which /can, now h© taken into account as 
an immediate remforcemeni of Central, 'revemies. 

' ' imm .-V. k ^ ^ ' ' ' A 4 






6 -' 


EBCOBBS OF THE JOINT COMMITTEE 


ef' Julii .The Financial Impmoations OF ■ [O'o-ii'tm-ued. 

(i) p.RoviNciAL, ■Autonomy 'AND (2),. Federation. . 


11. SiunmarisiDg the ipositioB at the Centre, it may broacUy be stated that 
eYerything depends on world economic recovery, and the factors have been 
given which will be likely to .operate on the rapidity or extent to which 
Central finances will react to recovery. Moreover, in estimating the 
practicability of utilising any future expansion for the benefit of the Pro- 
vinces, it must not be overlooked that the reserve power required by the first 
principle enunciated in jDaragraph 6 above lias to be established; in other 
words, that a repetition of depression cannot entirely be ruled out of the 
reckoning. The conclusion may be stated in general terms as follows. The 
position of the Centre is at the moment such that it has great difficulty in 
meeting the obligatory demands of Central expenditure, demands .which are 
not in themselves easily susceptible of further reduction. An improvement 
would therefore be required before it could make the provision required for 
the satisfaction of the second principle as stated in paragraph 6 above, the 
cost of which will now be discussed in paragraph 12. A further much more 
substantial improvement would be required before it w^ould be in a position 
to provide funds for the satisfaction of the larger requirements of the 
third principle stated in paragraph 6 above. 

12. Turning now to the provision necessary to satisfy the second principle, 
issues are raised which have occasioned much controversy in the iiast. The 
financial settlement following the passing of the Act of 1919 placed consider- 
able additional resources at the disposal of the Provinces and thus depleted 
the finances at that time available to the Oentre. This w^as adjusted by 
levying fixed sums by way of contributions ’’ from the Provinces (except 
Bihar and Orissa); the method of assessment of these contributions gave 
rise to much debate and to some contention both between the Provinces 
and the Centre and between Provinces themselves. It was finally decided 
to assess them on the amount of the additional revenues wliich the settlement 
made available to each Province. As a result, the Provinces which contained 
industrial centres complained that the assignment of income tax tO' the 
Centre deprived them of revenues earned or collected in their Provinees, 
leaving them only fixed or unexpaiiding heads of revenue. Those which 
produced commodities on which an export tax is levied (such as jute) or 
material on. which an excise is levied (such as oil) complained that the 
assignment of those taxes to the Centre deprived them of sources of taxation 
which were legitimately provincial. The agricultural Provinces complained 
that the contribution levied fro-m them did not take into account the need 
for working up to standards of administration which previous circumstances 
had made possible for more developed Provinces; and they wmre also inclined 
to resent the burdens which, in their view^, a protective policy thrust upon 
them, largely in the interests of industrial Provinces. The contributions 
%vere remitted with early effect in the case of Bengal; and the improvement 
of Central finances, due partly to the gradual reduction of Defence expendi- 
ture to more normal levels and partly to the resilience of customs and income 
tax receipts to the increased .taxation imposed in 1922-28, permitted the 
complete extinction of, the, contributions of the remaining Provinces in 
1927-28. Though this left'/the 'Provinces' as a whole with larger I'esources, 
there Temaiiied inequalities' between -the standards of administration which 

' those resources permitted,- ;■ That, disparity in standards was, in fact, a result 
primarily of historical;, developments and of the inequality of natural condi- 
tions. ^ Thus, the permanent V; settlement of land revenue which obtained' in 
some Provinces was less.'ifayourable-to.the development of income than settle- 
ments which could' in' other ■■Provinces 'be revised In accordance with the^ 
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increase of cultivation or the rise of prices. Again, tiie possession of sources 
of water suf>piy had enabled some Provinces to improve tlieir resources more 
rapidly than others less favourably situated, (For example, in SO the 

Punjab has brought about one-third of the cultivated area of the Province 
under irrigation from State canals.) The resultant disparity in standards 
is illustrated by a statement given in the .Report of the Statutory Com- 
'missiG,ii. (Vol. II, ,p. '223) , ■ 

■ ■■■ Tab,le II. 

(1) Expenditure per head of population according to 1929-30 BudgeU 
in ru-peeSj and 

(2) Density of population per square mile. 

United : ■ Biliar . Central 

Madras Bombay Bens^al Provim^es Punjab Burma and, Orissa Provinoes Assam 
(1) Rs. 4*1 S-2 2-0 2'7 5*5 8-6 1*8 3*7 3*9 


13. It was the general conclusion of the Statutory Commission that it 
would not be feasible to underbake now a radical readjustment of Provincial 
finance on a basis which would allow of an equalisation of standards as 
between provinces. It is almost impossible to evaluate the diiferent factors 
jaecessa,ry,, to,,' such, .an, operation, such as/the character of the population, the 
claims ol urban and rural interest, or the effect of differences in administra- 
tive methods which have been evo-ived over a long series of years; nor is it 
likely that a tribunal could be found the judgment of which would satisfy 
the rival interests of the Provinces. In any case, the narrow ranges of 
finance avai]abk3 seems to leave not alternative to proceeding at present on 
conditions as they exist in an attempt to satisfy imniediato net.Mis. It will 
presumably be regarded as axiomatic that the position of no Province shoukl 
be worsened under tlie new arrangements. There remains the questioji of 
iin piemen ting deficit budgets, firstly of the existing Provinces, and secondly 
of the Provinces which it is now proposed to create. The Federal Finance 
Committee attempted, in paragraph 11 of t'heir Report, to forecast the 
probable future j)osition of each Province under more or less normal con- 
ditions in the future. The result is reproduced in Table III below. As a 
guide to- immediate prospects, however, the figures of the 1933-34 budgets 
(also given belowO are more strictly relevant. These, it should be noted, 
represent the position arrived at after severe retrenchment in some, though 
not perhaps all, P'rovincos. 

't''. ■::TA3ILB 


:':federa! 'Finance Forecast, ' 

(Surplus -h ; Deficit — ), 
its. crores = £ million. 


: ,'"1..933«34 'Budgets.: :c' 

(Surpiiis 4* ; Deficit — ). 
Bs. crores =: £ uuHiom 


Madras ... ' ... 


- *20 


4 . n)4 

4* * 30 


Bombay 



- *49 


— ::*28' 

- *21 

Bengal 


- 2*00 



-2*19 

-1*04 

United Provinces ... 



„ 

4- *04 

4 . *30 


Punjab ... *%. 

H- *30 



4 . .§1 

4 - *38 


Btirma ... ... 


: No "oatiniate)!.; 



4 , .20 


Bilmr and Orissa ... 






- *11 

Central Provinces 
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Assam ... 






- *26 

North-West Frontier 


(No estimate) 
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14. It is clainied by tbe Provinces now in deficit tliat they are more or 

less permanently in tiiat state, even at tlie present reduced scale of expendi- 
ture. It is also probable that the sum of their deficits is not likely to be 
imicli less than the present 3 crores,* while the Federal Finance Committee’s 
forecast of about 4| croresf may perhaps represent an upper limit. It 
must be remembered that a complete remission of pay cuts in the Provinces 
v/oukl cost nearly 1-| crores| in a full year and that additional expenditure 
013 Accounts and Audit (mentioned at the end of paragraph 8 above) would 
amount to about .6 crore.§ Moreover, Provincial expenditure 

on neT.v Constitutional institutions cannot be less than an annual charge of 
If crore.li For the purposes of the present survey it would be safe to assume 
that deficits of not less than 3 to 4 croresf are to be expected. This, however, 
is a mere working hypothesis, and it will not be possible to state the exact 
sum necessary to obviate these deficits until an examination of the facts has 
been made by some competent authority, which should, it is suggested, take 
account only of actual commitments, and not of general needs or projected 
programmes of expenditure. It may he noted that there are certain out- 
standing questions of accounts between the Provinces and the Centre referred 
to in the Percy Committee Report, of which the pre-Reform irrigation debt 
may be taken as an illustration. The accumulated deficits of certain Pro- 
vinces also constitute an overdraft of considerable size on the Centre. 
It is desirable that the adjustment between the Centre and the Provinces 
should now be final, and it may perhaps be indicated to the authority above 
mentioned that it should make recommendations which would secure this 
result. Finally, there are the requirements of the new Provinces of Sind 
and Orissa to be implemented. Estimates of the amounts involved are given 
•in the Appendix to the Report of the Third Round Table Conference on 
Federal Finance (pp. 60-61 of Gmd. 4238). For about seven years Sind 
would require .805 crore** per annum, and during the succeeding eight years 
it is anticipated that the amount would gradually be reduced to zero. Orissa 
is likely to require .285 crorett at first and .35 crorett after about 15 years. 
Against this may be set the probability that the separation of Sind would 
leave Bombay free from deficit, and that the surplus position of Madras 
would be slightly improved by the separation of Orissa. Altogether, it is 
possible that the provision required for deficit and nev^ Provinces may 
amount to between 4 and 5 crores.§§ 

15. It is necessary to consider whether this provision must come entirely 
from the Centre. Provincial revenues are more stable than Central in the 
sense that they react less quickly to general causes such as economic deimes- 
sion, but they are consequently likely to respond less quickly than Central to 
an improvement in general conditions. For these reasons it is difficult to rely 
on the possibility of econom'c recovery so increasing the yield of provincial 
resouxees as to supply the fuxids required to meet the immediate shortcomings 
described in the preceding paragraph. The possibility of raising i*evenue 
fi’oui new sources was exarniiied by the Federal Finance Committee (Chapter 
ill of their Report). They concluded that Provincial taxation of tobacco 
was not likely to provide much new revenue in the near future, though 
eventually it might be useful j .that succession duties and the taxation of 
agricultural income (In addition ■ to land revenue) are so coiitrovci*siaI as m 
be unreliable in planning for the future;- and that terminal taxes would have 
to be strictly safeguard^paud should mot be regarded as a normal source of 
revenue* It was their , general conclusion that such provincial taxes as 
appear to be within the range of; practical polities in the immediate future 
cannot be* relied on to .yield ;;any '-substantial early additions' to provincial 
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revenues. ’■ It seems to follow that the fulfilment of the secoiul principle 
enunciated in paragraph 6 above must depend very largely on the ability of 
the Centre to make over the requisite funds. The review of the Central 
position iwhich vras concluded in paragraph 11 shows that the discovery of 
the necessary inai’gin depends on the initial recovery of the Central position. 
.Even a decision to defer the institution of the two new Provinces would not 
appreciably alleviate the situation. 

16. Assuming, however, tliat funds will at some time become available for 
tlie satisfaction of the second principle of paragraph 6, it remains to discuss 
the niGtiiods by which they should be distributed among the Provinces. The 
first method ]s the grant of subventions, whether permanent or terminable. 
The second is the allocation of the proceeds, in i)art or whole, of some 
Central head or heads of revenue, an addition to which is the grant of power 
to surcharge particular Central lieads. There are really two stages to be 
considered in the grant of assistance to the Provinces, i.e,, the initial stage 
of impiementing deficits and the secondary stage of placing additional re- 
sources at their disposal which will allow of their future dei^elopinent (the 
third principle of paragraph 6). It will perhaps be agreed that the method 
of direct subvention is more appropriate to the first stage. At this stage a 
logical distribution of particular iieails on some principle such as that of 
population is likely to involve a greater draft on tlie Centre, because .some 
benefit is almost certain to be conferred where it is not essential. Perhaps 
the onij' obvious exception to tliis observation is afforded by the possible 
allocation of revenue from the export duty on jute. That may be repre- 
sented as based on considerations of convenience rather than of principle, 
in view of the peculiar position of Bengal. Its deficit is large, and will 
clearly continue. The allocation of proceeds from the duty on jute would be 
mainly confined to Bengal itself ; half the duty would cost the Centre about 
1.5 erores,* giving Bengal about l.S5,t Bihar and Orissa .1^ and Assam .05, § 
The chief apparent objection to subventions is tlie evident broach in the 
general principles of provincial autonomy which they involve. On the oilier 
hand, their claim is strong when finances are so straitened, while some breach 
in the autonomous principle seems inevitable even on the alternative plan, 
since it seems necessary that any of the x)resent Central taxes, even if dis- 
tributed, must form the subject of uniform Central legislation. Borne of the 
considerations affecting distribution on the basis of specific heatis of revenue 
will he apparent from the succeeding paragraph. 

17. The third priimipie advanced in paragraph 6 has now to be considered,. 
As already indicated, the provision of means for the future development of 
the Provinces must depend partly on their capacity to exjiloit their owi.i 
rather restricted sources of revenue, but in the main must depend on such 
improvement in Central finances as will permit the assignment to the Pro- 
vinces of resources available in excess of the requirements oC the first two 
principles. A further difficult field of enquiry is now revealed, ainl it will 
perhaps be convenient to state the problems very briefiy as a series of ques- 
tions to be answered. Fird, is it feasible in present circumstances to lay 
down any scheme of dates which the distribution of resources should follow ? 
The Itoderal Finance Committee concluded, in a slightly different eonnoetion, 
that in effect no prescription of dates at, .which the Centre could dispense 
with revenue was possible. The developments since they reported, as 
refiected in the later facts quoted -in this note,, will perhaps he felt to con- 
firm this eonehision. Second^ if this he agreed, #hat authority shall decide 
W'hen tlie time has come at which, assignment maf. properly commence, by 
what, methods, and to what extent.^ ■ (Oonversely,:'Tl there be a programme, 
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what provision must he, .made Tor its'-' snspension?); .The' .difficulty of placing 
the decision on the - GeBtrai,',.Executive, whether. 'this, is . federalised or not, 
lies in the fact that the interests of the Centre and the Provinces may here 
be held to he in conflict. The alternative is an Order in Council, and there 
may he held tO' he justification for this in the fact that His Majesty’s Govern- 
ment would not merely bo acting in an arbitral capacity, but would be con- 
cerned in safeguarding what must here be the dominant consideration, the 
stability of Central finance. Third, on what basis should shares be allocated 
to the Provinces, and from what sources of revenue? This question raises 
highly technical issues and also impinges on the field of inter-provincial 
controversy to which allusion has been made in paragraph 12. 

The problem is complicated, contentious and difficult to state briefiy. 
Arbitrary subventions ivill doubtless be recognised to be out of place in this 
connection. The method of permitting local surcharge® upon Central taxes 
would only possess advantages if the basic rates on which such surcharges were 
founded wei'e so moderate as to enable surcharges to be imposed at a figure 
likefy to yield real benefit to Provinces. The rates are at present too high 
to' allow of any effective imposition of Provincial surcharges, and the method 
must be deferred until the position of the Centre permits of its adoption as 
one of the means by which a Central surplus can gradually be passed off to 
the Provinces, It would then .-hav.©' a definite value as allowing Provinces to 
vary (within prescribed limits) the pitch of their taxation to suit their o-wn 
needs. In the meanwhile discussion must centre cdiieiiy upon the distribution 
of heads of revenue centrally raised. If it were decided to distribute the 
revenue from salt, no problem of great difficulty wmuld arise, since distribu- 
tion would no doubt follow consumption; but hitherto discussion has, for 
various reasons, turned on the distribution of income tax. Here we at once 
re-enter tlxe field of controversy regarding the claims of the industrial and 
agricultural Provinces, the former demanding that their j)Ositioii as main 
producers of this tax should, be considered before any general distribution 
takes place. But apart from the counter-claims of the agricultural Pro- 
vinces, who base their claim chiefly on. the needs of a large and backward 
population, there are serious te.chnicM difficulties in attempting to trace the 
geographical derivation of income tax. A reference to paragraphs 59 to 75 
of the Percy Committee Eeport will explain some of these difficulties and at 
the same time provide details of a suggested scheme of allocation which 
attempts to pay regard to .both points of view. It is necessary to state here 
tliat expert examination of the basis proposed by the Federal Finance Com- 
mittee reveals some practical difficulties in the application of its details, 
though these may perhaps not be found to be insurmountable. On the whole, 
perhaps the most hopeful line- will be found in the distribution in the first 
instance of income tax, proceeding on an agreed basis which will recognise^ 
the incidence and the derivation of the tax, while contemplating that at a 
later stage wc may proceed to 'the^ distribution of some indirect head of 
revenue, such as salt. ■ , 

’ IS. Is it possible' to beyond -this.' picture, in which the uncertainties'. 
. occupy so much of the foreground?' '..One can only attempt 'greater precision 
with much reserve. The- -question 'With .which Fart I of this note is con- 
' corned is the introduction of .provincial aufconomy. It may perhaps be asked 
why it is assumed that Ineome^ must be increased in order to find the addi- 
tional 8iun required to 'implement' provincial deficits, since the expenditure 
,is actually being' incurred, .'-already* Biit -it is being incurred against loans 
taken from the Centre, and/m;.6pme' cases at least there appears to be some 
prospect that the Hrovinc^ may- nevet able' to repay these' overdrafts 
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which tliey have secured to finance their deficits. Tlie constitution of the 
Provinces as separate financial units on the one hand implies the withdrawal 
from the Centre of any responsibility for the stability of provincial finance, 
and of any antbority to ensure this; on the other, it implies that Provinces '' 
must be placed in a position in which they can, without borrowing, meet 
their current obligatory expenditure, including the discharge of the service 
of loaois already secured by them. Moreover, some part of the sum required 
(i.e., that needed for the neiv Provinces and for the new legislative institu- 
tions) represents an actual addition of new expenditure. 

10. It may be convenient to conclude this section with an attempt to 
evaluate rather more precisely than "was done in paragraph 11 the general 
effect of the various factors to ■which reference has so far been made. So 
far as the Centre on its jmesent basis is concerned the Budget is balanced, 
but no iveakening of Central resources in present circumstances seems per- 
missible. Before the first principle put fomvard in paragraph 6 could be 
regarded as satisfied it might bo necessary to stipulate at lf3ast that tlm 
pay-cuts sliould be remitted (involving the provision of about 1| crore*) and 
that the emergency surcharges should be withdrawn. The latter postulates 
that the amount of o^'-er 13 crorest at present attributable bo the sur- 
charges should, Giving to economic recovery, be produced by taxes at un- 
surcharged rates. It may be assumed roughly that other prospective debit 
and credit items at thc‘ Centre ivill strike a halanco. Thereafter the ques- 
tion of creating new Provinces, including the separation of Burma, has 
to be considered. For tliis purpose further improvement of the Central 
X)osition would he necessary up to a point at which sums, the range of which 
may be placed roughly at 6 to 8 crores,! could safely he spared, it must 
be realised that, even with this provkion, some of the Provinces, and in par- 
ticniiar those .whicii have effected drastic economies, will start off on a bare 
subsistence level. Whatever the precise value of these figures, it is in any 
case clear that some considerable betterment of Central finances, and on 
an assured basis, must take place before the Centre can iiuake the surrenders 
necessary to establish the Provinces as independent financial units ou such 
terms as will allow them to rest securely on their own I’csources. 


Part II, 

20. It has been passible to deal separately with the financial adjtistmeots 
rendered desiralile by the creation of autonomous Provinces Injcause tlie 
fedoralising of the Centre will nofc (save in respect of some iiems of compara- 
tively less importaaice which will be subsequently noted) itself involve any 
immediate change in tl)e expenditure budgets of the Centre or the Provinces, 
Indeed, it 'may be found that the task of the Select Committee, in dealing 
with the financial aspects of Federation, will, owing to the exigencies of 
the financial position, have to be confined in the main to discussing certain 
important matters of principle pre-conditioning Federation, ratiier than 
adjustments of figures of a simikr range to those dealt wdth above. 

' 21. It will be necessary in the first .place to examine the present position 
of the States in relation to Central finance. The 'only direct contribution 
now made by the States to British India finances is the sum of .74 eroro§ 
shown in Table I under the head Payments from States.’’ Those pay- 
ments have in previous discussions 'been’ 'referred to '.under the general name 
of ** tributes.” The Eeport of the Indian' States Inquiry Oonmiittee (1932) 
shows that. the suih of .74 croreS is the aggr^ate’.df,,a number of payments 


12 


■BBGORDS' . GF' 'THE ■ .JOINT 'GOllMITTBE: 


6^' /uHi, .193S.] ■■ The .FIN4.NCIAL Imphicatjons of , , lOontinued.. 

(1) PROVINCIAL Autonomy and (2) Federation. 


mostly secured by treaty, but various in origin. Some payments are due to 
specific causes, tliat is to say, they represent fixed casb contributions in lieu 
of tile maintenance of a State army, whether under British or Indian State 
command, or in quittance of the grant of assistance by maintenance of 
forces for the x>reservation of law and order in the locality of the State. 
Others represent tributes originally paid to other States but acquired by 
the British CTOveriiment through conquest or lapse. Others again are of 
a more general nature, repesenting contributions in acknowledgment of 
soxmreignty. There is no uniform system of tribute.’^ The list of con- 
tributing States is a long one, but the sums paid are of very unequal 
amount, one State (Mysore) paying as much as one-third of the .whole, while 
many States, including some of the most important, pay no contribution 
at all. 

22. The Davidson Committee also dealt xvith another class of contribu- 
tion which, though it does not appear among the figures of Central receipts, 
is claimed to Lave a common origin xvith tributes,’’ namely, the terri- 
tories ceded ” in the past to the British Government by fix^-e of the States 
in return for specific guarantees of military protection, in preference to 
paying a fixed cash tribute.” The grounds for treating such cessions as 
analogous to cash contributions ‘ have been fully discussed in Chapter IV 
of the Committee’s Beport, and the Committee of the Third Round Table 
Conference on Federal Finance accepted the view that some form of relief 
was required in respect of them (page 56 of Cind. 4238). It xvas held that 
retrocession of the ceded territory was impractioahie, and that the alterna- 
tive to retrocession would be the payment to four States of annuities 
amounting to .37 crore* of rupees. No calculation xvas made of the value 
of the areas ceded by Hyderabad as that State asked that the military 
guarantee for xvhich it ceded territory should continue in being. 

23. The Davidson Committee further ranked as a miscellaneous contribu- 
tion ” the voluntary maintenance of State Forces, available for use on the 
mobilisation of the Indian Army. Here also no uniform system has been 
followed, and units maintained are unequally distributed betxveen the States. 
The total annual expenditure is said to amount to 2 croresf of rupees; but 
valuable as is this voluntary contribution to the military strength of India, 
the amount mentioned cannot be quoted for the purpose of any financial 
adjustment, as it takes no account of the sums contributed by the British 
Government through the supply of arms, &c., nor xvould State Forces, even 
xvhere they attained a level of efficiency necessary for modern xvarfare, 
be necessarily required for purposes of general defence. There are other 
minor contributions of a miscellaneous nature (railway and cantonment 
lands, &c.), which can be neglected for the present purpose. 

24. The Davidson Committee passed from the consideration of direct 
and indirect credit items to what are potentially debit items, described under 
the terms privileges and .immunities,” Briefly, these constitute financial 
advantages which' individual States enjoy, by -Treaty or Agreement, in 
I'espect of certain sources '.of ■income '.which, under Federation, would normally 
be at the unrestricted disposal of the Federation itself. Thus under a 
developed Federal system,,- all- receipts’' from the salt monopoly would accrue 
to Federal revenues 5 but 'certain -States' enjoy prixdleges in regard to manu- 
, Tacture or sale of salt,- whieh;';'have'”:b©en' valued at M crore,| or, if the 
special case ^of Kathiawar .'and'.;{Mtch‘; he included, at .46 erore§ annually. 
Similarly, with regard to;nu€tbms''/ certain States enjoy by Treaty or Agree- 
“Hient ■ advantages 'Yvhich' "are- ofA -great''' financial' to them. ' ' The' 


■ON : INDIAN, GONSTITDTXONAL E-EFORM 


18 


3,^ 1983.] , , ; , The ,F,inahcul,^ Implications op lOontinued. 

: (1). Provincial' Autonomy; an»;-. (2) Febeilition. 


.Committee, .examined these „ advantages iat;' length hut found, tliat^ in the 
present iinstahle condition:, o'f . trade and uncertainty as ,to the issue of di,S“ , 
cussioiis still in progress ' regarding , .the .interipretatioii', of treaties,, it was 
impossible to supply a reliahie .estiinate': of- '.their future value for the pur- - 
pose of buying them out. The. value of '-.the 'immunities enjoyed by .14 of 
the Maritime States amounted in 1931 : to- 1.80 crores,^* but may since have 
decreased with the decline in imports. The .adjustment of these advantages 
will have to remain for settlement during -the. process of negotiating instru- 
ments of Accession to Federation. It may he contemplated that if the 
demands iiuide by individual States for compensation on extinction of these 
advantages involve too great a burden on Federal finances, it will not be 
possible to include those States in the Federation. ■■ 

25. These remarks have reference to the ■".financial position of certain 
States as Governmeiits. The subjects of m'ost-;of the States make a sub- 
stantial, though indirect, contribution to British India finance on account 
of sea customs. Thus the Butler Committee (quoted in Statutory Com- 
niission, VoL II, p. 271) suggested that the share taken by them of imported 
goods might be reckoned at about 16 per cent, of the total consumption 
and the share of customs duty paid in the 'States has since been coiTipiited 
by a Government of India Committee at one-seventh of the total. Idiere 
is also some indirect contribution through salt purchases, and a more 
indirect contribution through currency profits and iprofits of trading 
panics earned in the States but brought; to account in British India. 
These figures were of some relevance at a period before Federation had 
come under discussion, since the States had then claimed they were 
entitled to a share of the customs duties of which the incidence might rest 
upon, their siibjocts; but they are of less 'relevance now that customs, salt 
and currency receipts may be viewed as Federal and not as potentially 
divisible between States and. British India. On the other liand it is proper 
to remark that the States point out that they are also as GovarniiiGnts 
coticerned in the receipts from customs duty. The States Governments 
import ii considerable amount of railway, electrical and irrigation plant. 
They claim that by Treaty they are . entitled to Defence without any 
payment to the British Government (other than the Tributes paid by in- 
dividual States), and that this contribution to customs duty does in effect 
constitute such a payment. By entering Federation they would sacrifice 
the claim which they have hitherto advanced that they should receive a 
refund of these payments. . . 

215. The discussions relating to Federal .finance at the Hound Table 
Conferences were long and intricate, axid turned in part on arguments of 
a somewhat theoretical nature. Thus it was sought to redistribute proceeds 
of taxation on the assumption that the -most appropriate iiekl of Ifedend 
revenue lay in indirect taxation, leaving -direct taxation to British India 
units. But, as the figures given above appear to show, the receipts from 
income tax are (at all events at the present) ■ so far necessary to Federal 
solvency that their allocation to British India units w'oulc! probably ha\'e 
to bo o.niy nominal. The latter- would •'almost certainly have to pass them 
back to the Federal Government. ' Again, ^ it was at' one time sought^ to 
establish some difference between that -portion of th-e FiiMic Debt for which 
eommerciaiised or similar assets exist ' and ' that which is uncovered by 
assets of this nature. It was suggested that sinbe.th© Itoderal Government 
, would take over the assets to which the,, first, class of debt might be related 
it should properly, be liable for -the .torrica.nf that debt,- while the British 
India unite should be liable for the 'Setond, class, sufficient income tax being 
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retained by the Federatioii to. cover the relevant charges. Subsequent 
discussions show that many debatable questions arise out of this prox3ositioii ; 
in fact the suggested division is artificial and divorced from the realities 
of the position, since the public debt stands as a whole secured, not on 
definite assets, but oii^ ail the revenues of British India, It may certainly 
be argued that part of the uncovered debt has been incurred for all-India 
as distinguished from British India purposes. Difiiculties, though of a 
somewhat different nature, arose frorn the attempt to discriminate between 
];>ension charges which could be considered |>roperiy as Federal or as British 
Indian, but here, as the charges are rapidly diminishing and it would be 
almost impossible to determine the proper incidence of pensionary charges, 
no useful purpose would be served by pursuing this line. These sugges- 
tions w'ere not fruitful of results because they did not in tiiemselves afiord 
a means of satisfying either the States or British India units that the 
real conditions 'ivhich they envisage as necessary to their entry into Federa- 
tion could be fuiiilied. 

27. These coiiclitioiis may now be stated as follmvs. The States desire an 
assurance of the solvency of the Federation before they enter it. This 
implies not only a j> resent cajiacity to iiay for existing charges, sucb as 
defence and the service of pro-Federation debt, but a reasonable assurance 
that commitments to the British India units are not likely to place Federal 
finances in a |>osition which will involve a future demand for increase of 
Federal taxation in order to maintain solvency. Such a demand might 
possibly go beyond what could be met by increase of indirect taxation 
and thus involve a requisition for direct contributions in some form from 
State units. The Provincial units, on the other hand, are interested in 
seeing that the commitments to the Provinces are not unduly limited in 
the interests of Federal solvency. Moreover, responsibility for the future 
policy of the Federal Government, and the financial consequences thereof, 
will and should be a mutual concern. The Provinces therefore are 
interested in obtaining from the States some recognition of the principle of 
“ equality of burdens in Federation. This does not necessarily mean 
that the States should make a contribution to Federal finance proportionate 
to that derived from British India. That would in any case be difficult to 
calculate, because we should have to set off, inter alia, the indeterminate 
amount of indirect contributions referred to in paragraph 25 above in 
some attempt to equate burdens with the still more indeterminate factor 
of benefits; and indeed, as the Davidson Committee point out, the true 
contribution of the States cannot be weighed in terms of money, since 
they put into the scales a portion of their own sovereignty. But the 
Provinces point out that the Federation, in taking over what are now 
Central sources of revenue, would take credit not only for revenues derived 
from what may be considered essentially Federal assets, such as customs 
and salt, but also revenues derived from a head such as income tax, which, 
but for the overriding necessities of Central finance, might normally go 
in whole or part to the Provinces from which they are derived. As a 
reply to this, the States have ''urged that' one of the chief contributory causes 
of stringency at 'the Centre “will be the erection of new 'and the continued 
subsidy of existing deficit Provinces. .•’For- these the States -have undertaken 
no responsibility, and they are mot , asking themselves for any subsidy even 
to 'the poorest' of the States," ^ ■ ■ ■' . 

28.dll elect, a compromise : solution must be found in the answers to 
the foli-owing questions., wBl'Iihe finances secured' -to the Federal 

.Government he suificient io"; meet; the- charges which it is known will fall 
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on it at its inception? >S^econdl 2 /j will any contemplate assignment to the 
Frovinees of shares of future improved revenues involve tiie likeliliood that 
the maintenance of solvency in the future will place a direct burden on. the 
Btates.?. Thirdly j iB it, possible to obtain from the States , an agreement to,, 
jiay some contribution which will recognise the position which has been 
put forward' above as that of the British ■ India units? 

29. In seeking an answer to the first question account must be taken of 
the Central Budget as it will stand after making x>i'ovision for deficit 
Provinces and new Provinces, for tliis will not have been the con^:equenee 
of Federatioiij but of the institution of autonomous British Provinces. 
Some addition must be made for the charge which will fall on Federal 
finances by the establishment of a Federal Court, and the cost of the 
contemiiiated Federal Legislature over that now incurred on tlie Central 
Legislature j this has been calculated by the Government of India at from 
I to J crore^^ of rupees, though it is possible that the cost of this item may 
be somewhat reduced by the States paying their own representatives instead 
of allowing them to be paid from Federal revenues. Allowance must also be 
made for the charge which would fall on Federal revenues if the States’ 
contributions described in paragraph 21 above were extinguished. There 
has been a general agreement that ‘‘ there is no permanent place for such 
excejitionai and unequal contribiitioiiB in a system of Federal finance ” 
■(paragraph 26 of |)age 96 of Cmd. 4238),. The Round Table Con'fereiice" 
suggested that their extinction should be completed within 20 years, and 
tha-t a moiety at least should be extinguished within 10 y^ears; oi;, in any 
case, that the whole shonlc! be extinguished in a period not longer than 
that during which the Federal Government would complete surrender to 
the X-’ro Vinces of the share of income tax which it wms then pro^johed it 
should necessarily relinquish. (Reasons have been given above for liokling 
that it may not now be feasible to consider a surrender of the same extent 
or within the proposed period.) The sum of .74 croret representing the 
tributes ” -wouid in any case be reduced by the amount of the immuni- 
ties ” enjoyed by the individual States paying tribute. (Bee for fuller 
exx>ianation paragraph 443 of Report of the Davidson Committee.) It 
should be emphasised in this connection that though Britkh India is 
concerned with the aggregate of State contributions and immunities, the 
States must enter Federation as separate units; the debits of one State, 
cannot be set off against the credits of another, and a balance sheet will 
be required in the case of each individual State. The resultant cost to 
h'ederal finance will have to be determined by further examination, hut it 
will be less than the sum ‘of .74 croi’e| now credited to Central revenues. 
Provision has also to be made for the credits to certain States on account 
of ceded territory (paragraph 22). The estimated amount of .37 croro;'; 
would be reduced by the value of any immunities now enjoyed. Though 
the acceptance of these claims might constitute a condition precedent to 
entry to Federation, it might perhaps be decided to spread their actual 
satisfaction over a period of some length. ■ Moreover, since these contrk 
buttons are at present an integral 'part'' of the resources by which the 
solvency of British India is preserved, it will probably be contended by the 
Provinces that any breach in that position as -a result of their remission 
can hardly be charged to British India’ alone and should fall in part on 
Federal revenues. This ’argument,’ -it' is true,.' may find a reply from 
thei States that the tributes are due to ’the Crown and not to British India 
■(see Davidson Report, paragraph, S7) ■ 'and. that the cost of the new Pro- 
vinces alone, exceeds the amount to be remitted' on account of’ tributes and 
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ceded territories. As regards the treatment of other imiiiTini ties and privi- 
leges, (other tha.n those which -come into account as -a' set-off agamst'; the 
extinction of tributes ” or credits for ceded territories) soiiiewliat different 
considerations apply. The general principle, applicable throiigliont, was 
stated by the Federal Fnance Committee of the Third, Round Table Con- 
ference (Report, paragraph 29) as being that each State coming into 
Federation shonld, ' as far , as possible, assume liability for an equitable 
portion of Federal expend! ture.’F This general principle is one which will 
no doubt be brought before the Joint Select Committee for discussion: 
but, as suggested in paragraph 24 of this note, the final detailed treatment 
of the complicated questions arising cannot substantially affect the Budget 
as it will appear at the inauguration of Federation. 

dO. If, however, the considei’ations advanced in Part I of this note are 
correct, the creation of autonomons Provinces will not be possible until 
there has been a considerable betterment of Central revenues; the charges 
referred to in the preceding paragrai}h will impose an additional demand 
which will presuppose a somewhat larger Central balance as a preliminary 
to Federation, even though the gross amount of this addition may be reduced 
by spreading out the period for the extinction of tributes or payment for 
ceded territories. Even, however, if improved conditions make it possible 
to discharge these combined obligations without actual deficit to the Central 
budget, the States may possibly press that the Centre can only be said to 
have arrived at that state of solvency ’’ which justifies Federation when 
the improvement recorded is such as to leave some margin for safety within 
the region of Central finance. 

31. As to the second question proposed in paragraph 28 the considerations 
advanced in Part I of this note point to the conclusion that any assignments 
contemplated in favour of the British India units must be viewed as the 
promise of future drafts on a Federal surplus; that surplus can only coxne 
to hand at a further stage of recjoverj^ in advance of the initial stage which is 
required to satisfy the conditions precedent to Federation, It is here pos- 
sible only to make the point that the facts revealed regarding the present 
Central position may dispose the States to press that any assignments to 
British units now laid down for future operation shall be on a scale com- 
patible rather with the requirements of Federal stability than with the 
desires of the Provinces; they are likely also to lead them to scrutinise care- 
fully the character of the authority empowered to decide when the assign- 
ments shall become operative (paragraph 17 above). It is further pertinent 
to emphasise here a conclusion which is implicit in previous paragraphs, 
that in making assignments it will be necessary to make |>rovision for the 
j)roper balance of Federal finances. The alienation of an undue share 
of sources of direct taxation (e.g., income tax) would leave Federal finances 
at a disadvantage if indirect sources (e.g., customs) were affected by trade 
depression or by a protective policy, even admitting that some part of the 
loss resulting from a successful protective policy would be made good by 
incTeased receipts from income, tax. This is a consideration of importance 
to the maintenance of. Federal solvency, but it is not purely financial. It 
is essential that the Federal Government, in discussing tariff policy, should 
■ be able to weigh the results- of that policy on its general finances and must 
have adequate control over,, both’ squrpes of income, direct and indirect, in 
order to give effect to its; policy*,' ■ ^ ■ 

S2. ' In regard to ■ the third vqnestion propounded in paragraph 28, the 
' FrovincsOs may contend that th#' general claim put forward by British India 
units (paragraph 27), would ''be: reinforced by the surrender of tributes and 
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tlie payment of annuities of ceded lands. ■ That loss would not have accrued ^ isnilions 
to existing British Indian revenues as the result of constituting autonomous 
Pi'oviiices ; it is incidental to the institution of Federation ; and, though the 
relief granted will admittedly accrue to the benefit of individual States, yet 
British India units might perhaps press for a contribution from the States 
as a whole equivalent to a loss which has not been due to the requirements 
of British India units. There may be some hesitation on the part of non- 
tributary States in accepting the principle of this claims but the contention 
of British India w-oiild to some extent be met hy the agreement of the 
States recorded at the Third Round Table Conference (paragraph 8 of the 
Report of the Federal Finance Committee of the Conference of 1932), The 
States have tlironghout been opposed to the application to them of any 
form of direct taxation, but they then agreed (though with some -dissentients) 
to assume the burden of a “ corporation tax (i.e., tax on profits of com- 
panies) as from the date on which the Federal G-overnment would complete 
surrender to the Provinces of the share of Income tax which the Conference 
proposed to assign to them. It must be mentioned, however, that this 
agreement %vas linked up with the condition that a satisfactory yield from 
taxes on income is permanently assigned to the Federation,^^ That con- 
dition takes us back to the answer which can be given to the second question 
(paragraph 28), and does not refer to the particular argument given in the 
earlier part of the present paragraph. The agreement was also subject to 
the condition that, the assessment on the companies having been made, the 
State may raise the mnount due to the Federal fisc by any metliod it may 
choose, and not necessarily by the actual levy of the tax. This condition 
would avoid direct taxation, though it is perhaps useful to note that circum- 
stances might be held to require that in the interests both of compraiies and 
of Federal finarn^e, assessment should be made by an agency of the type of 
that BOW employed on the assessment of this tax in British India, and -Dliat 
some arrangement should be made for hearing assessment appeals by an 
authority of a type similar to that now available to companies assessed in 
British India, 

33. It is not easy to assign a precise value to the benefit which Federal 
finance w^ili receive from the payment of a corporation tax by the States, 
but it will clearly not be considerable. Its importance lies rather in the 
concession of principle. Indeed, although the adjustment of tributes, 
immunities, and the like, are of the greatest political importance, and the 
concession of a corporation tax also possesses its mvn value, these questio?m, 
even if satisfactorily settled, will not have any decisive bearing on the solution 
of the main difficulty described in Part I of this Note. That solution must 
be found in the rehabilitation of Central finance; Federation, even on the 
most satisfactory terms, will not itself assist in its achievement. 


Paet III. 

34. It may be useful to summarise here the proposals of the White Paper 
for dealing with the allocation of revenues. It will be seen that while Paragriipli IS?, 
retaining for the Federal fisc the , major and exclusively Federal lioads of 
revenue such as Customs and B,ailway receipts, it provides that, as regards 
a second class, namely, salt, Federal excises (e.g., oil) and export duties 
(e.g., jute), the whole or part of the net revenues derived from any one or 
more of these sources may be assigned to- the units, while in the case of the ' . 

export duty on jute the assignment tO'the producing units, would he com- 
pulsory and would amount to at least dO per cent, of the duty. As shown, in 
paragraph 16, Bengal would on presenjb figures; receive about l.So erores,’*' 'n^m ‘ 
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Assam about .05 crore," , and Bihar and O-rksa about .1 croro,t or a total 
loss to Fodorai rerenues of 1.50 crores.l This assignment v/ouid ipropor- 
tionately reduce the claims of these Fro-vinces to initial subYentions on 
account of their budget deficits. In addition to strictly provincial sources 
secured by the Constitution Act, the Federal Legislature would be empowered 
to impose and assign for the benefit of the Provinces certain sources of 
revenue, viz., death duties, terminal taxes on railway-borne goods or 
passengers, stamp duties subject to all-India legislation at the time of 
federation, taxes on mineral rights and personal taxes on capital other than 
iand; the Federal Legislature would determine the basis of distribution to 
Provinces. In the main these taxes represent only potential sources of 
income of which it is no-t at present possible to estimate the benefit, and 
they cannot be taken into account in estimating the position now or in the 
immediate future. It is also proposed that the Federation shall be empowered 
to impose and retain a surcharge on such taxes for Federal purposes. 

35, The major addition proposed to the existing provincial resources 
consists in the allocation of a share of not less than 50 per cent., but not 
moi’e than 75 per cent., of the income tax, excluding the tax on profits of 
companies, and excluding also sums derived from taxes on emoluments of 
Federal officers or taxes Collected in areas federally administered (Delhi, etc.). 
The exact figure wdll be prescribed by Order in Council, which will be laid 
before Parliament for approval, A scheme is laid down for x)r^g^‘essive 
surrender of this source of income, to be completed in 10 years after the 
commencement of the Constitution Act; but the process of surrender in 
whole or part may be deferred at his discretion by the Governor-General, if 
he considers, after consultation with Federal and Provincial Finance 
Ministers, that the continuance of the process for the time being would 
endanger the financial stability of the Federation. It may be mentioned 
that out of the ipresent income tax revenue of 17^i crores,§ approximately 

cnoresll represent corporation tax and income tax on the emoluments of 
Federal officers or attributable to federally administered areas. Of the 
remainder, lOJ- crores^ would come for distribution under the proi3osed 
system of sharing .with Provinces, the balance -of 3:1 crores'*'* being ranked *as 
a Federal surcharge, as will presently be mentioned. The amount of each of 
these items would be reduced by about one-eighth if Burma were separated. 

36, The Federation would have power to impose for its own benefit sur- 
charges on the income tax, and no x>ait of these surcharges would go to 
the British India or State units. While such surcharges were in operation 
each State member of the Federation would, unless it had agreed that the 
Federal income tax should extend to the State, contribute to Federal 
re%'enues a sum to be assessed on a basis prescribed by Order in Council. 
As an exception to this, no contribution would be required from the States 
if the present emergency surcharge (^vhich would rank as Federal) were 
still, in force. .Finally, it is proposed that the Ifederal Legislature should 

' be empowered after an expiry of -10 years after the commencement of the 
Constitution Act, to extend the corporation tax to the State members of 
the Federation. This may, if the State prefers, be collected directly from 
the State and not from, the companies concerned. (On this see paragraph 
32 above.) ' , 

37, /The Appendix . attached," 'gives certain figures iwhidh, though only 
approximate, ^ may., be. iound;' of. some me in m attempt to evaluate the 
financial significance of ^ the: ■ White Paper proposals relative to the Central 
Government's position as ^etohed;. above. As regards these proposals dis* 
cussioE will no doubt be -.'mamiy, directed to the proposal to leave income 

as^a Federal source,. .wMo, assigning a certain share 'to British India 
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tiiiit'Bj to the proposed extent ' of ' the ^assignment,, .■and to the proposa.1 to .fix 
dates, as from the ..coiiimenGement of the Constitution Act, for the ■operation 
of the assignment. : A' second point will be' the proposal to make ■ compulsory, 
the assignment to .certain Provinces of' a fixed" portion .of the jute duty; a 
third will be the measure to which the levy, of a corporation tax (in the 
manner proposed) will meet the claim of British India for a States’ con- 
tribution to Federal finances. But apart from any questions of this nature 
wliicli Tna.y arise in consideration of the sdheme as set out in the White Paper, 
or indeed of any scheme involving surrender of Central revenues, it may be 
felt necessary to examine the fundamental questions ■whether financial con- 
ditions are siich as to affect any assumption we may make as to the date on 
which provincial autonomy can be introduced; and further, whether we can 
assume such further general recovery a^s will enable us now to plan out the 
lines of a Federation on terms which will satisfy the States on the one hand 
that their financial future under Federation is secure, and British Indian 
units on the other that under Federation they can hope to obtain the funds 
to which they look for development. In considering those questions, the 
assumptions made in paragraphs 19 and 30 regarding the extent of the 
requisite improvement in Indian finances will, if accepted, have an im- 
portant bearing. Attention is also invited, in this connection, to the second 
half of paragraph GO of tlie Introduction to the Wliite Paper,"' and to the 
Secretary of State’s remarks in the House of Commons on 2’2nd February 
kst.t ________ ■ 

HJs Majesty’s Government attach the highest importance to securing 
to the Federation adequate resources, without which the Federal Govern- 
ment cannot ensure the due fulfilment of liabilities upon which must 
depend the credit of India as a whole. 

A possibility which cannot be dismissed from consideration is that 
economic and financial conditions might on the eve of the inauguration of the 
new Constitution be such as to render it impracticable to supply the new 
Federal and Provincial Governments at the outset of their careers with tile 
necessary resources to ensure their solvency. If, after the review con- 
templated above, the probability of such a situation should be disclosed, 
it would obviously be necessary to reconsider the position, and it might, 
inter ana, be necessary to revise the federal finance scheme contemplated in 
these Xiroposals,” 

t Having made these two general observations, let me take my hon, 
and gallant Friend’s points in order. He say^s, first of all, that the state of 
Induui finance will nob admit of setting up a Federal Government at the 
centre. I agree .with him that the state of Indian finance, much im- 
proved as it is, is not yet as satisfactory as we should desire. I agree witii 
him further, that if an attempt is made here -and now to finance the 
Federal centre, and finance at the same time autonomous Provinces, it will 
be very difficult to find the money. I do further say that it is impossible 
for us to-nigbt to forecast the exact position when the act of Federation 
takes place, I further say to him, and I hope this may to some extent 
reassure him, that I do not suppose anybody here, or indeed in India, will 
be prepared to bring Federation into being if it is quite obvious that the 
Federation will be insolvent. My own view, which is supported by many of 
my expert advisers, is that the Federal Government would not cost sub- 
stantialJy^more than the existing Central Government, and that the problem 
of adjusting finances between the centra and the Provinces is much the 
same whether Federation is set up, whether' Provincial autonomy is started, 
or whether we keep the centre as. it is, now/’ 
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i£).I)etmoTaUon:',' Rs.crores=£, million 


(i) Cost of new or enlarged constitutional machinery 

■. Say 1 ' 

• 76 

(ii) Alienation of half jute export duty (present yield) 

(iii) Subventions to deficit and new Provinces (addi- 

T'2" 

1*13 

tioiial to (ii)) .■ ... ... ' , 

(iv) Alienation of income tax (assuming Burma not 
; separated):— V ; 

Say 

1*8S 

(a) 50 per cent. ... ... ... 

About 5:1 

3*94 

(b) 75 per cent. ... 

About 8 

6*00 

(v) Settlement of States’ excess contributions 

About 1 

' 75 


(b) Improvement. 

(i) States’ payments under corporation tax or sur- 
charges ; ( ? ) 


(2) Central Budget. 

(a) Detefiofatmn. , , 


(i) Loss of opium receipts 

•6 


•45 

(ii) Decline in customs... 

... ( ? 

) 


(iii) Loss of currency receipts ... 

... Say 

1 

;'*75 

(iv) Bestoratioii of civil and military pay cuts 

... About 

u- 

*94 

(v) vSepa.ration of Burma 

Say 

3 

V2*.,25; 

(li) i mprovernen fs. 




(i) Excise on matches ... 

... About 

'm 

1*88 

(ii) Other new taxation (small)... 

... ( ? 

) 


(iii) Improvement under loan charges (small) ... 

... ( ? 

) 


(iv) Saving under Accounts and Audit 

•6 

•45 

(c) Other iactoTH retarding effects of recovery. 




(i) Withdrawal of emergency surcharges 

... About 

13 

9-75 

Ui) Hestoration of railway pay cuts ... 

... About 

U 

•94 
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RECORD I~(contd.) 

Statement by the Secretary of State for India on the 
subject of Federal Finance 

Sir Samuel Hoare r Mj Lord Chairman, this is one of the most difficult 
and complicated qiiesti oils that we have got to consider. It is difficult in 
itself, hut it is made ten times more difficult by the conditions in wdiieh 
we .approacli it. Obviously, with the state, of the world, as it is, with the 
fiiiaiiciai and economic uncertainties that face ns, it is extraordinarily 
difficult to make even general estimates te the future. 

Now, my Lord Chairman, there have been many inquiries into the ques- 
tions that we are here to consider this morning. There ivas first of all the 
inquiry carried out by Sir Waiter Layton on behalf of the Simon Goinrais- 
sion. I think my colleagues will agree that there is no more comprehensive 
chapter in the wliole of the Report of the Simon Commission than the 
chapter dealing with Finance, Then, after that, came a series of inquiries 
carried out either by the Round,, Table Conference itself or by the Percy 
Committee of the Conference. I suppose that there was no question that 
gave us more trouble or took up more time in our deliberations in London, 
and there was no more complicated inquiry connected with the. constitutional 
proposals than the inquiry which was made by Lord Eustace Percy and 
his Committee in India. Sinai then we have had a constant interchange 
of communications between the India Office and the Government of India, 
and between the Government of India and every one of the provincial 
Goveniinents. I make this preliminary observation for tlm of 

showing to the Committee and the Delegates that from the very first we 
have fully investigated the difficult problems connected with Federal Finance, 
and never, from the beginning, have ive sjhirked the formidable issues that 
they create. My Lord Chairman, with this great mass of material, this 
series of inquiries, and this flood of statistics in which we ha\m been in- 
voh-od now over many months past, it seemed to you that it would be w-ell 
to have an objective summarj’ made for the use of the Committee’s dis- 
cussions. You and I had some talk upon the subject, and it stiemed to me 
that the best thing that I could do to carry out your desire and to meet 
what I believed to be the wdshes of the Committee and the Delegates as 
a wdiole, was not to put in a memorandum from the India Office but 
rather to ask Bir M'alcolm 'Haliej^ to take all the material that is at my 
disposal and with his exj>erienco, quite a unique experience, both as a 
former Finance Member of the Viceroy’s Council and as the Senior Governor 
in India, who has been Governor of two of the greatest provinces in India, 
to ask him to make such a summary and to have it circulated to the 
Committee, The figures in the summax*y are all taken from the official 
docuiueiits, and the India Office and the Government of India take full 

responsibility for them. Apart, liow^ever, from that, wm have left Sir 

Malcolm Hailey absolutely free to present the statement’''' in his own wmy 
as ho thought fit* The document, iny Lord Chairman, is before the Com- 
mittee to-day, and I think we should all say that it is a very full and 

comprehensive summary; and, speaking for myself, I would say it is just 
the kind of memorandum that we needed if our discussions are to be in- 
structive discussions in the future. My Lord Chairman, not only is it a 
very comprehensive document, but it is a document, I claim, that does not 
shirk any awkward facts ^ it puts the whole case before the Committee; it 
does not make light of the financial difficulties in the w^ay of pirogress, and 


Memorandum entitled “The Financial Implications of (1) Provinciai 
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it i 4 *nores none of the awkward problems that are connected with the ques- 
tion My Lord Chairman, I imagine that the first impression left upon 
every Member of the Committee and upon every Delegate is a rather de- 
pres'sing impression. There we see set out in all their nakedness the awkward 
financial facts connected with the Government of India to-day and the 
Government of India of to-morrow. Let me allude to one or two of them. 
Let me take, first of all, the case of the provinces. There, my Lord Chair- 
man, you will see, if you look at the figures, connected with the setting 
up of provincial autonomy, Sir Malcolm Hailey comes to a general conclu- 
sion that the expenditure involved may be something between 6 and 8 crores 
(see para. 19 of Sir Malcolm Hailey's memorandum). If you analyse the 
figures you will find first of all that about three-quarters of a crore is 
needed for the overhead expenses of setting up the new provincial machinery • 
that is to say, the cost of the provincial legislatures and the cost of the 
electorates (including | crore for new machinery of government in the new 
Provinces of Sind and Orissa). Next there is another figure of about half 
a crore that is involved by the provincial governments taking over certain 
expenditure that is now borne by the central government. Then there is 
a further figure of from two to three crores, assuming that .Burma is 
separated from India; and lastly there is a figure of from three to four 
crores that would be involved if the provincial deficits were to be removed, 
and the provinces to* be set up upon a self-supporting basis. This includes 
the provision of resources to cover deficits that would otherwise arise in the 
areas of Sind and Orissa on their being constituted separate provinces. 

That comes in all to a figure of between 6 and 8 crores. My Lord diair- 
maii, that looks a very formidable figure, and I will come to analyse it 
in some greater detail in a moment or two; but let me pass from the 
provinces to the Federal centre. I think you will find that the expenditure 
for the Federal centre is a figure of about 21 crores. Of this about f croare 
is for fresh expenditure on the legislature, etc. The other item is a 
figure of perhaps l-|j- crores which would be a temporary budgetary loss on 
the establishment of the Deserve Bank, due to the proposed diversion of 
currency xirofits to tho building up of the reserves of the Bank. When 
these have been built up currency profits should again accrue to Govern- 
ment in the shape of surplus profits of the Bank. In actual practice the 
building up of a banking reserve ought to have some effect upon the 
method by which the Indian Federal Government deals with its sinking 
funds. If they get better credit at one end, they might possibly make 
some alteration in their sinking fund arrangements at the other. We also 
have to remember that there is the complicated problem of States tributes, 
ceded territories and “ immunities " which was so fully investigated by 
the Davidson Committee. Part II of Sir M. Hailey's memorandum includes 
a review of the subject. For the moment it is only necessary to bear in 
mind that the yliimate cost to federal I'evenues of these adjustments is 
likely, after a period of years, to reach about 1 crore a year. 

Now, my Lord Chairman, all that looks a very formidable state of 
afairs, and the question arises as to whether there are any countervailing 
factors that ought to be taken into account. First of ail there are certain 
countervailing factors, but/they are of such an uncertain character that it 
is very difioult to know- what. _ reliance to place upon them. There is, 
however, one fact that is' bajfOnd doubt and contradiction, and that is a 
factor that must not he'vfdrgoten'' when_ we approach these broad issues, 
namely, that. Indian , oredih U [ steadily ' improving. I do not linger on 
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that point at this stage, but it is a material factor in our general con- 
siderations. Next there is the fact that, anyhow judged by past experience, 
India responds more quickly than almost any country in the world to an 
up%vard movement in the economic field. India being dependent to a great 
Gxtojit upon primary commodity prices, responds equally quickly when 
commodity prices fall and when commodity prices rise. Thirdly, there is, 

1 believe, still opportunity for economies to be carried out in certain fields 
of administration in India, particularly provincial administration, and lastly 
there is the fact — ^or perhaps I should my there is the hope (I do not put 
it higher than that at- this moment) — that as a resul.t of the proceedings 
of the capitation Tribunal, the TribunaF that was to analyse the ex- 
penditure of Great Britain and India for the defence of India, which has 
finished its deliberationa, and out of those deliberations might eventuate 
(I do not put it higher than that) a contribution of some kind towards 
the defence expenditure of India; but, my Lord Chairman, I quite admit 
that anyhow two or three of those factors are nncertain factors, and that 
we must come to a much closer analysis of the figui-es. We must base our 
reasons upon much more definite data if iwe are to say that the picture 
painted by Sir Malcolm Hailey in his summary is not as black as appears 
at first sight. 

Before proceeding to further analysis of the position as I have so far 
described it, I will digress in order to give some figures regarding the 
public debt of India, which are, of course, important in relation to the 
ci'edit of India. The total ohiigations of India are 1212 crores. Of this 
amount 705 crores are held in India and 607 crores in England. The 
division into remunerative and dead-weight debt is as follows. Bemunera- 
tive debt — that is debt represented by interest-bearing assets, railv/ays for 
instance in particular — is 969 crores. Not so represented 206 crores, leav- 
ing a small sura of ST crores that is held in cash and bullion. 

Sinking fund provision, of wdiich the aggregate amount is calculated with 
reference to the whole debt, is nearly seven crores a year. 

Now, my Lord Chairman, I return to the analysis of the position already 
set out. I think two significant facts emerge from the figures. The first 
fact is that the greater part of this deficit, call .it, if you will, from six to 
10 crores, is due not to the setting up of the Federal Government in the 
centre but to the setting up of autonomous provinces upon a self-supporting 
basis. I would lay especial emphasis upon this fact, that by far the greater 
part of the deficit is due not to the setting up of the Federal centre 
but to the setting up of the autonomous provinces upon a self-supporting 
basis. Next, a. second fact that emerges, is that a very small part of 
this deficit, take it if you will at the highest figure, say, of 10 crores, 
is due to actual fresh expenditure. If you analyse the figures you will 
find that, a|)art from a comparatively small sum, namely, about three- 
quarters of a erore, for setting up the new machinery in the provinces, 
and a figure of about the same amount, namely, about three-quarters of 
a erore for setting up the Federal institutions in the centre, the rest of 
this amount is not fresh expenditure at all, and it is due in the main to 
two changes in the allocation of the revenues of India, namely, first of all, 
the change, supposing Burma is separated from India, of leaving Burma 
two or three crores that it now contributes to the Indian Central Govern- 
ment. Secondly, it is due to a figure of about the same amount, some 
two crores, that is necessary whether changes take place in the constitu- 
tional field or whether they do not, to put a stop, to the permanent 
deficit in Bengal and the permanent deficit in Assam- 
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Now, iny Lord C'liairman, what are the 'conclusions that I draw from 
those facts? The first conclusion ' that I draw is ' that the greater pax't of 
this sis to 10 crores. is needed anyhow,: w’'hether we 

changes or whether we do not, that the greater part of it is needed for 
putting the provinces on a self-supporting basis, and . that, in nny view, 
whether constitutional changes are made or whether they are not, it is 
urgently necessary in the interests of the Central Governiiieiit and in the 
interests of a great province like Bengal to bring to an end a system of 
finance that leaves Bengal in a state of permanent deficit and ailovvs its 
finances to get deeper into a hopeless slough. 

My Lord Chairman, the second conclusion that I draw from this analysis 
is that if the state of the wmrld does not get better, if we still go on with 
commodity x^rices either at their present level or actually falling, not only 
does it make any change almost impossible but it makes the existing system 
of Indian finances almost equally impossible. We shall then have to re- 
adjust our whole system of finance in India to- meet the state of affairs 
with ’which we shall be faced. Let me emphasise this point, that if the 
state of the -world does not improve the iproblem of the xxresent Grovern- 
inent in India is almost as great as the problem of any Federal Government 
and any autonomous Provincial Governments, and we have got then, in 
that event, to readjust our ideas to these new conditions. But I would ven- 
ture to urge that in the meanwhile, my Lord Chairman, the wise course is, 
first of all, to go on making our plans, to make them as reasonable and as 
secure as we can, but frankly to admit the fact that if the state of the world 
does not im^xrove we may have materially to readjust them,* and, secondly, 

1 think it is most important to- emphasise the fact that, so far as we can 
see, for quite a number of years to come, there is no ^orange to divide up in 
India between the Centre and the Provinces. The fact -that does emerge, 
anyhow, in my mind as definitely as any other is that for some years to come 
the Central Government, whether it be the present Government or wdiether 
it be a Federal G-overnment, will need substantially its present resouims if 
•the credit of India is to be maintained and if its financial obligations are 
to be met. I would, therefore, venture to impress upon my friends amongst 
the Indian Delegates who particularly represent Provincial opinion at this 
Conference, that, with the best will in the world, if we are to have a stable 
Central Government, if Indian credit is to be maintained, and if Indian 
commitments are to be met, there is no sum at the moment to be divided 
up amongst the Provinces other than, say, a part of the jute tax or some 
such x>ayinent of that kind for dealing with the very exceptional position 
of Bengal. In saying this I do not in the least overlook the fact that i:n 
any permanent plan for the division of revsources it is necessary to bear in 
min-d that the requirements of the Provinces are almost unlimited -while 
their present sources of revenue, and in particular land revenue, are in- 
expansive, whereas ;the. present’ central sources -of revenue are more elastic 
Iieade and the field of expenditure is, in the main, well defined, I ivonld 
• , venture to suggest, witih”deference, my Lord Chairman, that if that conclu- 
sion is correct, it points -onoe again to the Provincial Governments using' 
every possible economy in’ their.' administration, and' (I know very well 
what great efforts many of, them,’, have - made) to look at the problem .again 
in view of what I have , said- and to see whether they cannot still further 
ecommiise- in certain branches, ’of their .administration. I think it also points 
if I may make th'is. .suggestlonNboth to the Committee and. to the Bele- 
gates*«*to this, 'that in >!t;'-our,’'d'iechs^lons on which we are going to emhark 
in the whole field of'’ the;.Cki>nstitutipn^ proposals, wve should keep constantly 
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in mind the fact that there is very little money to go round and that we 
must keep the lowest possible limit on any expenditure that may he needed 
by Constitutional changes. I think' in'' the. course of our discussions we 
must look with even more m,eticulous and closer attention to ' every aspect 
of the Constitutional proposals from that 'angle. .Now.,, my 'Lord Chairman, 
I have spoken, in the main, in geiiex'al terms, but I hope I have said enough 
to show, first of ail, that there is very little money to go round; secondly, 
that if the econoinicj state of the world does not improve we must readjust 
our views generally to the whole problem of Indian Eevenue and Indian 
expenditure; thirdly, that the main cause of the deficit shown in Sir Malcolm 
Hailey^s Summarj' is a deficit due, not so much to any Constitutional 
changes, as to the system of Indian finance generally. 

Let me end, my Lord Chairman, by saying, even after painting the 
X>ictux'e as blackly as it has been painted, that we can congratulate ourselves 
upon India, as a whole, being financially — uncertain and black as the 
picture is tliat I have just painted — sounder than most of the countries 
in the world. After all, my Lord Chairman, we are balancing our Budget. 

The budgetary position has responded to the great efforts made to deal 
avith the serious deterioration which resulted from the world-wide economic 
depression. lOSS-BS, according to the Kevisod Estimates, closed with a 
surplus of Es.2.17 ci’ores; and the Budget for the current year, in spite of 
a partial restoration of cuts in pay, x>i'uvides for a small surplus. 

The continued improvement which hjis taken place in the credit of India 
is evidenced by the fact that, for examine, the 4^^ per cent, sterling Stock 
1950-55, which in September, 19S1, was c|Uoted as low as 01, had risen by 
j\Iay, 1932, to 91, and now stands at about 106. Another manifestation of 
the stronger financial position has been the great progress made, during 
the hist year or so, Muth the repayment and conversion of short term debt, 
both rupee and sterling.. ' 

After all the efforts that we have made in the Provincial Administrations 
in the last year \ye are going, as 1 believe to show that, at the end of the 
year, tihore will ])e very few Provinces — ^perhaps no Provinces other than 
Bengal and Assam — in a state of deficit, and that upon those facts w’e can 
well congratulate ourselves. The wise course, I suggest to the Committee 
to-day, in view of these facts, is that we should keep them constantly in 
mind, but that they should not debar us from xiroceeding with our Con- 
stitutional plans, and that wo should keep in mind the fact that there 
is no goverriment in the world, either the Indian Goveninierit or the British 
Government, or any other Government, that can accurately s.ay, in the 
uncertainties of the ivorld, what the state of its finances is going to he in 
12 months’ time. We must go on hoping that there will be a turn for 
the better in the world, and we must rely upon the fact that we have 
always assumed, in our previous discussions in the Round Table Confer- 
ences, that we can never make definite estimates until the last moment, 
and at the last moment there must be an expert Inquiry into the financial 
position with a view to readjusting that position, if reiKljustmont is 
necessai'y, to the conditions of the time. 

Aly Lord Chairman, I hope I have ^ stated, . in • genera! terms, the main 
factors that have impressed themselves upon my mind. 
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Statement made by the Secretary of State for India in 
regard to Press Reports of his Evidence 

My 3 [jo®d Chairman, 

i would like to make an observation about what lias been happeiiiiig 
outside the Committee during the last few days. I have Jioticed that bo Hi 
ill India and here, certain answers that I have given liavo been talani 
out of their context, and have been used by our critics to imply that iny 
general attitude is very diiferent from what it really is. ], wa« very 
conscious of the danger of a situation of this kind when 1 . ofered to give 
evidence to the Committee. Obviously, when I am freely and unreservedly 
answering questions upon eveiy oonceivabie detail connected with the 
Constitution, there may be many isolated answers that T give that might 
be put into more cautious language. 1 have purposely adopted the line 
■of telling both Members of the Committee and Indian l)elegatt».s exactly 
wdiat is in my mind, and I have taken the risk of my answers being triulueed 
in this manner. What 1 wish to say to-day is tliat I hope every reasonable 
person ontside this lloom, wHiether in India or whether in England, will 
treat my evidence as a -wimlo, and will not sink to an attempt to make 
Party capital out of an isolated answer, one way or the other. 1 feel it 
necessary to make that statement this morning in view of some of the very 
gross misrepresentations that have found their way into the Press as a 
result -of ■ our ciiscuscsions. . 


The followmg observations were then made : — 

Sir Tcj Bahadur Sapru : M 3 Lord Chairman, rwill you Just allow me to 
say one word. I am very gla-d that Sir Samuel Hoare has made this state- 
ment, because during the last few days telegrams have betm appearing 
from India in the London Press which have caused us much anxiety. I do 
not know in what light the evidence of Sir Samuel Ploare Ims been 
represented in India, but it is time that Sir Samuel Hoare did utter iliat 
warning, and I am glad that he has uttered that warning this morning. 

Mr. Zafrulla Khani My Lord Chairman, 1 associate myself with what 
has been said by Sir Tej Bahadur Sapru. There is not the sliglitest doubt 
that we must take the whole of the evidence of the Secretary of State 

together. Me is not nearly half "way through his evidence yet. There k 

also not the slightest doubt that sometimes a series of questious directed only 
to one aspect of one particular', matter- are likely to create, when taken 

by themselves, a particular ' impression "which may not be correct*. I hav€^ 

also no doubt that when the time comes we shall place oiir various points 
of view., before the Conimittee, and the evidence wdli then bo appreciated 
in its proper light. .In the meantime, I associate.' myself with the hope that 
no capital will be sought ^ to be made out of particular portions 'of the 
evidence In any way whatsoever, because that would create dil'fHniUies for 
the , Committee Jn the discharge' of-, their onerous duties. ' , 
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Sir Aitaten Chambeiiain: My Lord Chairaiaiij may I add a word? I aai 
&ur€ that tlie Members of the Committee .will desire to express their 
sympathy with the Secretary of State. The Secretai*y of State has taken 
a very iinnsnal and indeed, I think, an unprecedented course in offering 
himself as a Witness before this Joint Select Committee, and meeting of 
Indian Delegates. It is a course requiring some courage, but of immense 
help to the Committee in its deliberations. The Secretary of State, I am 
sure, 'will have the support of the Committee, and though I have not the 
same I’ight to speak for the Indian Delegates, I am sure of their support 
also in condemning any attempt to twist his answers for ulterior purposes 
or to represent him as ether than he has been throughout — a responsible 
Minister defending a considered proposal to the best of his ability and with 
very great success. 
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Memorandum by the Secretary of State for India 

describing the nature of the problem which arises 
directly and indirectly in connexion with the 
proposals in the White Paper relating to High *• 

Courts (paragraphs 168—175 of the White Paper) 

THE JUDIOIAKY— HIGH COUETS. 

(Paragraphs 168-175 White Paper.) 

Introdttctoey. '■ 

The Machinery for the Administration of Justice » 

An a.dec|uate appreciation of the authoritative position which the High 
Courtsf occupy in the administration of justice in India implies some 
^mquaiiitance with the organisation of the subordinate civil and criminal 
judiciary, which is the machine over "which they preside. The picture pre- 
sented is not that of a judiciary composed of individual judges drawn from 
the Bar and severally responsible for the state of business in their respective 
Courts. It is nearer the truth to regard the Indian judiciary as an official 
corps organised under the High Court with the twin objects of securing 
their judicial independence and maintaining their professional efficiency. 

By way of explanation it should be realised that the machinery for the 
administration of justice in a Province is an organic whole which may 
conveniently (neglecting local variations) be described by the following 
:: --'table ' ' 

Criminal side. Civil side. 

■ Magistrates with third class powers* Munsifs. 

Magistrates with second class po-wers. Subordinate Judges, second grade. 
Magistrates .with first class poAvers. Subordinate Judges, first grade. 

District Magistrate. District Judge. 

Sessions Judge.^ High Court, f 

High Court. t 

The High Court both on the criminal and civil side enjoys some original 
jurisdiction, but the bulk of its work is appellate. The other Courts in- 
dicated above are all Courts of first instance, but an appeal lies from the 
decisions of all third and second-class magistrates to the District Magis- 
trate, from, all first-class magistrates (including the District Magistrate) 
to the Sessions Judge, and from the_ Sessions Judge to the High Court. 
Similarly on the civil vside an appeal from a Munsif^s decision and fro’in 
those of the lower grade of suboi’dinate judge lies to the District Judge and 
from the higher grades of subordinate judge and the District Judge to the 
High Court. 

It wOI be understood that wdiile tliere is one High Court for each Pro- 
vince, the rest of judiciary as described above is grouped by Districts, each 
District having a District Magistrate and a District Judge, the former 
with subordinate magistrates and the latter with subordinate civil judicial 
officers under his control. 

* The offices of District Judge and Sessions Judge are almost invariably 
held by one individual, '-who is commonly described as District and 
Sessions Judge/* , ^ , 

t For the meaning of the words High Court -as used in this note, 
see paragraph 22 below. 
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The Suo ordinate Criminal Judiciary. 

2. Tilie crimina.! judiciary is constructed on a plan uniform for all British 
India by an Act of the Indian Legislature (the Code of Criminal Procedure).. 
That Act in its Second Part deals with the Constitution and Powers of 
Criminal Courts^ x^^‘®scribing the classes of Criminal Courts which shall 

- exist ill : the Provinces, and ' assigning . poivers to each class by , specifying, 
in a schedule the offences of which each class of Court may take cognizance. 
Further powers are assigned by particular Acts, Central and Provincial. 

The Code of Criminal Procedure, however, leaves it to the Provincial 
Governments to provide the personnel required to man the subordinate 
criminal judiciary. At the stage of Sessions Judge a varying number of 
appointments are made direct fzmm the Bar, though these have in most 
Provinces been few in number, but below that stage the personnel is pro- 
vided (so far as honorary magistrates are not employed) by drawing upon 
the administrative cadres employed in the Provinces (the Provincial Civil 
Service). To varying degrees from Province to Province a distinction be- 
tween officers of these cadres employed upon magisterial duties and those 
employed upon administrative duties has been drawn; but, generally speak- 
ing, the subordinate magistracy is employed also in administrative or 
revenue work as well as in strictly judicial duties. 

The broad result, therefore, is that all magistrates are drawn from depart}-' 
mental cadres, which they enter at the outset of their official career, and 
through which they pass by rising in due course from grade to grade and 
within grades, by surmounting various efficiency bars.^’ Progress depends- 
partly upon seniority and partly upon professional efficiency. The clerical 
establishment of Criminal Courts is provided by the Provincial Governments 
from their subordinate services. 

The Suhordvnate Civil Judiciary. 

3. The Subordinate Civil Judiciary is organised by provincial legislation. 
The plan is therefore not necessarily uniform from Province to Province. 
In fact, there is a good deal of uniformity in general arrangement, hut 
there are differences of detail. Certain classes of court are required to 
be set up. The jurisdiction of each is determined according to the pecuniary 
value of suits, and that jurisdiction is supplemented by specific Acts which 
may assign jurisdiction according to other criteria. The provision of per- 
sonnel to preside over these courts is generally left to the Provincial 
Government, but in some Provinces for certain courts has been entrusted 
entirely or in effect to the High Court. But whatever the method, the 
feature common to all systems is that the personnel compose official cadres 
into which normally a man enters at the outset of his career and thrO'iigh 

' ’^-^fhich he passes over’, efficiency bars and grade distinctions. The cases in 
\ avhich officers of these services are employed • on work other than strictly 
judicial work are comparatively few* ■ 

Control of the. Buhordinate Judiciary,. 

■ 4. These arrangements are, 'part 'of a system which recognises that sub- 
ordinate courts, civil -and' criminal,' in' India, while preserving their judicial 
, inclependence, require a degree of 'administrative superintendence and 'control 
nnimowE in logland. The 'judge or _ magistrate in charge of each court 
^ , mdkes periodica! returns of’ the state’, of business in his court, which are ' 

' , reviewed by the District, and; 'Sessions 'Judge and by the District fMagistrate 

at ^ shorter, and. by the 'High '‘'Opnrt at longer, intervals. AH courts are, 
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regularly inspected, and at least in some Provinces one or more judges 
of the High Court go on tours of inspection round the courts in the 
Province. In the course of all this/ pi'esiding officers are criticised, com- 
.mende-d or .reprimanded./ There' are ' efficiency bars to he passed and grade 
promotions , awarded. .Transfers" must he arra-nged, leave granted' '.and, 
provided for, and there are also matters of discipline. 

It will appear later how much of this administrative control, wliicli is 
very considerable in amount, and very important in nature, is exercised 
hy the High Court. Much of it has been devolved upon the Court by 
Statute; a great deal is exercised by less formal arrangement with the 
Provincial Governnient. 

The Peovincial High Cohets. 

5. It is convenient to examine the problem of the High Court from three 
separate standpoints : — 

(i) the establishment of the Court, mcluding its composition; 

(ii) the jurisdiction, powers and authoxity of the Court and 

(iii) its ^ maintenance — i.e., the financial provision required for the 
salaries of the Judges, the pay of the Court’s suhordinate establishment 
and the provision and upkeep of 'its Imi'klings. 

The last of these heads will be discussed separately later. The first two 
broadly coxier the field of the Letters Patent under which the Ilig].; Courts 
are established, and are to he found stated as iweli in section 106 of the 
present Government of India Act. 


Composition and Orgamsation, 

6. The constitution of High Courts is to a certain extent determined 
by the specific provisions of the present Act, but is also governed hy the 
provisions of Letters Patent. Provisions of the former nature, namely "those 
xvhich lay down the number of Judges and their qualifications, are, broadly, 
not alterable by any Legislature in India. But the Letters Patent as they 
stand are hy their oxvn terms subject to modification hy the Indian Legis- 
lature (in the case of Burma by the Provincial Legislature). So far, there- 
fore, as the constitution of a High Court depends upon its Letters J?atent, 
the constitution is variable by Central (in the case of Burma hy Provincial) 
legislation. 

7. The effect of entry 28 in List II of Appendix VI of the White Paper 
is to exclude matters affecting the constitution and organisation of a High 
Court from the competence of Provincial Legislatures, and there is no 
entry in List I which puts these matters within the competence of the 
Federal Legislature, for, as xvill subsequently be shown, the tm-nis used in 
item 63 of List I do not cover matters affecting the constitution and 
organisation of High Courts. Consequently, the proposals of the White 
Paper, paragraphs 168-175, contain the only provision for the establishment, 
constitxition and organisation of High Courts. These provisions entrust 
matters of this nature solely to the Act itself or -to Letters Patent by the 
Crown, and consequently give no power to any Indian Legislature to alter 
the composition or organisation of any High ’ Ckxurt as they will bo laid 
down in the new Constitution Act or Letters Patents . 

8. The general assumption underlying the proposals la the paragraphs of 

the White Paper relating to the High Courts m that the existing provisions 
of the Government of India Act -relating 'to the 'chartered High Courts 
(sections will for ,ihe most part 'be- repeated in substance in the 

\ ' imm . : ^ l ^ ' b 
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.new Go-Hstitntion Act without change, except to^ ..the' extent .that changes . 
are indicated in paragraphs 168-175 of the White Paper. Briefly, these 
changes as proposed, nearly all of which except the last relate to the 
constitution of the Courts, are as follows: — 

(i) That the tenure of Judges shall be during good behaviour instead 
of during pleasure (paragraph 169 and section 102 (1) ). 

(ii) That there shall be a fixed age limit of 62 for High Court Judges, 
instead of the present practice, whereby an undertaking to retire at 
the age of 60 is obtained from every Judge on appointment, no age 
limit being fixed by the Act (paragraph 169). 

(iii) That every Puisne Judge, or every x:)erso.n qualified to be 
appointed a Puisne Judge, shall be eligible for the appointment of 
Chief Justice. The present Act (section 101 (4) ) has been legally inter- 
preted as rendering only barristers eligible for the offi.ce of Chief 
Justice (paragraph 170). 

(iv) That the existing statutory requirement that at least one-third 
of the Judges of every High Court must be members of the Indian 
Civil Service and at least one-third must be barristers is to be abro- 
gated (paragraph 170 and section 101 (4) ). 

(v) That the salaries, pensions, allowances, &c., of Judges shall in 
future be fixed by Order in. Council instead of as at present by the 
•Secretary of State in Council (paragraph 171 and section 104). 

(vi) Tha.t Additional Judges* shall henceforth be appointed by the 
Governor-General in his discretion instead of by the Governor-General 
in Council (paragraph 172 and section 101 (2) (i) ) and that the same 
authority shall henceforth have power to fill acting appointments, 
whether as Chief Justice or Judges, instead of the Local Government 
(paragraph 172 and section 105). 

(vii) That the Governor-General, i.e., the Federal Government, shall 
take the place of the Governor-General in Council as the authority 
empowered to transfer areas from the jurisdiction of one High Court 
to another and to define their jurisdiction over British subjects situated 
in parts of India outside British India (paragraph 174 and section 109). 

Jurisdiction y "Powers and Authority. 

9. The phrase jurisdiction, powers and authority has a long history 
reaching back to the Regulating Act of 1773, and it is employed in siib- 
eection (1) (a) of section 106 of the present Government of India Act to 
indicate, along with the power to establish a High Court, the whole scope 
of Letters Patent, The Letters Patent themselves indicate the distinction 
wffiich is to be drawn at least between on the one hand “ jurisdiction ’’ 
and on the other powers ■ and authority : the broad distinction seems 
to be that ** jurisdiction indicates juridical competence and powers and 
authority*^ admimstratiye."-The Letters Patent indicate, for instance, as 
regards civil Jurisdiction, Vthat that- is a competence to 'try and determine, 

, whether originally or on appeal, matters arising in issue between parties. 
The criminal jurisdiction is “a competence to try all persons brought before 
the Court in due course; of, law'. and, of course, to hear appeals from the 
orders of Courts exercising. a subordinate criminal jurisdiction. The Letters 
Patent, _ however, do not. s# 'OUt,, to describe or specify the content of the 
■ • jurisdiction. The law :’tO'.7be'! administered by the High Court is left to the 

* Additional Judges arevJudgos appointed for a period as distinct from' 

pOTinanent Judges of the Court/' ' 
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competent legislative aiitliority in India,, 'and' the ■ scope ol"' the appellate 
power of the High Court is also left to, the ■ operation 'of existing legislative 
provision in India or tO' subsequent ..provision .which in, .this respect, may 
hereafter be made by competent legislative authority in India.' 


Jurisdiction. 


10. The present position is as follows: — 

III spite of the existing concurrent Jurisdiction of the Legislatures in 
India, it has been held that the provision in the Letters Patent enabling 
only the Legislature of the Governor-General in. Council to aincaid Letters 
Patent excludes the competence of a I^rovincial Legislature in any matter 
affecting a High Court’s jurisdiction. This, however, is not the position 
in Burma, ivliere the Letters Patent differ from all otliers in granting 
power to the Provincial Legislature to amend the Letters Patent of the 
Burma Court. 

Section 106 of the Government of India Act withdraws from the High 
Courts original jurisdiction in any matter concerning revenue, or the collec- 
tion thereof, but even this provision of the Statute is, owdng to the openm- 
tion of the Fifth Schedule of the Act, amendable by the Central Legislature. 


Fowers and Authority. 


11. The distinction made explicitly or implicitly in Letters Patent hetweon 
jurisdiction ” on the one hand and x>owers and authority ’’ on the other 
is clear from the nature of the powders ” there given. They iuc,lude, for 
instance, powers to appoint officers of the Court itself; powers to atimit 
advocates, vakils and attorneys, and to make rules for their qualification, 
removal and suspension; powers to regulate their owm proceedings; and 
pjowers to delegate duties of a judicial, quasi-judicial or iioii-judicial nature 
to any Registrar, Protlionotai'y or Master, or other official of the Court. 

But tiie powers and authority of the High Courts of this nature are much 
%vider than those described in the Letters Patent, and may conveniently be 
displayed under the foliowdng four heads, namely: — 


(i) Powers conferred by the Governxnent of India Act. 

(ii) Pmvers conferred «by Letters Patent. 

(iii) Powers conferred by enactments of the Central Legislature. 

(iv) Fo.wers conferred by enactments of Provincial Legislatures, 


(i) The poicers conferred by the Govemmmit of India Act include those 
described in its lOTth section, “Powers of the High Court with respect 
to Subordinate Courts.” This power has usually been understood to be of 
a purely administrative nature, but certain High 'Courts have recently held 
that it confers upon them a wdcle juridical competence, and have further 
pointed out that it is not a power amendable by the Indian Legislature, as 
it is not iricluded in Schedule V of the Government .of India Act, It is the 
ini>ention on the present occasion to enact the siibstanea o! this section, 
but ill siuffi a form as to leave ho doubt that it does not confer juridical 
|iirisdi.etion, but arlministrative powers.; _ . 

in Proposal 175, it has been suggested -that' this authority should be subject 
to regulation by the Federal Legislature. ■' But the suggestion made in the 
preceding sentence that the nature ' and seopa; of ' this authority should ^ bo 
' laid down once for ail in the Constitution Act itself would render a provision 
of 'the nature of paragraph -ITS mnneeessaj^,^,.' ,■ 
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(li) Fowers authority conferred by Letters Fat ent . — Tiie details of 
tliese 'powers .have been indica'ted above. The White ’Paper .itself contains 
no provision for amendment of Letters Patent by any antliority in India 
. and to this extent withdraws the powers at present enjoyed, in virtue of 
^'Schednle V to the Act -and the Letters Patent themselves, by, the Central 
.Legislature (and in Burma( .the Provincial Legislature), "Nevertheless, the 
md.i vicinal pWers and,' authority enjoyed in virtue '' of their ' Letters; Patent 
. by the High Courts would be subject to an extent not yet explored ^to the 
jurisdiction of Legislatures ..in ..India .according as they are covered by one 
entry or another in Lists I, II and III of Appendix VI. For instance, the 
powers of the High Court under Letters Patent in regard to the ad.mission 
of advocates, vakiis and attorneys would be subject to any competence wdiich 
might be placed in India to legislate for the constitution and control of 
the Bar or Bars. Another instance is the High Court’s power to delegate 
functions to Eegistrars and other officers of its own. 

(iii) Powers conferred by Central legislation . — Instances of powers of this 
nature are to be found in the Criminal Procedure Code and particularly, 
in a very wdde form, in the second part of the Civil Procedure Code, and it 
is presumed for the moment that these powers, as at present, will be subject 
to the competence of the Federal Legislature or, to the extent to which they 
fall in List III of Appendix VI, to the concurrent competence of the 
Federal and Provincial Legislatures. 

(iv) Powers conferred by Provincial Legislatures,— The most prominent 
of these powers are those conferred in relation to the subordinate civil 
judiciary by Provincial Civil Courts Acts in certain Provinces : thus in 
Madras the civil subordinate judiciary of the Munsif class are appointed 
and controlled entirely by the High Court; in the Punjab the High Court 
is given the power to nominate persons for recruitment as Subordinate 
Judge, ’which nomination must be accepted by the Local Government. In 
other Provinces the position with regard to Munsif s is the same as that just 
indicated with reference to Subordinate Judges in the Punjab. But although, 
except to the extent just stated, the actual appointment of the civil judiciary 
rests with the Provincial Government, in nearly evei-y case the opinion of 
the High Court as to appointment, transfer, jDromotion, etc., is taken and 
acted upon by the Local Government. 

12. The importance of powers derived, from, provincial legislation and from 
the Provincial Governments will be apparent in their relation to the pro- 
vincial judiciary as an administrative machine to which attention has bee.a 
drawn in the opening paragraphs of this note. It may be added that by 
convention also the High Courts are almost invariably consulted in regard 
to the conferment of certain magisterial powers, such as those under section 
30 of the Criminal Procedure Code. In effect, the whole of the civil judiciary 
and, to the extent indicated in the introductory portion or this note, the 
crimiiial judiciary, form an administrative department under the High 
Counts; they ^ carry out a regular inspection of the Superior District Courts 
and, in some cases, -of the Magistrates’ Courts; they prepare the budget and 
control the contingent''-e:xp6nditure of the Civil Courts; they make recom- 
mendations to tho'.Ldcal \Government regarding the promotion of the civil 
judiciary m m examination- 'of, their work; they issue a large body of rules 
prescribing tho^ action^of 'hhe.divil Judiciary in a variety of matters such as 
<|Uestions , relating toJ|udicm| deposits and payment of witnesses. Indeed 
the judiciary in India ;|S:T'egard®d as constituting a piece of machinery the 
efficiency of which ■ is, by day-today control and supervision by 

the High Coart. ■ ‘ " ' 
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13. The maintei3.aiiC6 of this coiitroi unimpaired is .regarded by many as a 

matter of essential importance. If that view is endorsed by the Select Com- 
mittee, it will be necessary, in drawing up the ' Constitution Act and the 
schedules thereunder, to ensure that the legislative po^vers to be entrusted in 
this respect to the Provincial Legislatures are so defined as to safeguard this 
imsition. " ■ , . 

Maintenance, 

14. The most imi3ortant aspects of the problem of maintenance of the High 
Courts arc financial. The salaries and other allowances of the judges them- 
selves (proposal 171) will be regulated by Order in Council and will be met 
by non-votod provision (xn'oposal 98), Tliey, therefore, do not fall within the 
scope of entry 28 in List 11. The moro important matters which fall within 
the scope of tha,t entry are the provision of huildings required for the Court, 
of the necessary clerical cstablishincnt and of the Tmiuerous misceliaiicoiis 
matters classed as “ contingencies.” The effect of the White Paper proposals 
would be to leave all these mattors to be regulated by the. Provincial Legisla- 
ture and Government, but to enable the Governor (proposal 98, su'b-rsection 
(3/) to certify, after consultation wdth his Ministers, the sums required for 
these expenses of the Courts and therfjby to remove them from the vote, but 
not from: the ■ criticism^ of the Provincial Legislature. 


PeDRRALTSATION OB Provinoiawsation, 

15. If the question bo aBkc?d whether the White Paper federal ises or pro- 
vineialises the High Courts, tho answer must be given separately under each 
of the preceding lieads under which the incidents of the problem have been 
described. So far as composition and organisation of High Courts is com 
cerned, the White Paper neither federaiises nor provincialises. It removes 
questions of this nature from the competence of cither the Federal or the 
Provincial Legislature and entrusts them to Parliament by amendment of the 
Constitution Act, or to the Crown by issue of Letters Patent or Orders in 
Council. 

16. As regards iurisdieti<Jii in the sense of juridical competence, tho, pro- 
posal is that the powder to regulate juridical jurisdiction should ioliow the 
power to regulate the substantive law to be interpreted. This proposal has 
been accepted by the Governments in India as natural and logical and, 
indeed, seems to find support in section 5 of the Colonial Laws Validity Act 
and in general principles* accepted by the Privy Council. 

17. As regards pow’ers and authority, it is proposed to make the general 
administrative authority of the kind now conferred by eection 107 of the 
GoYeriinient of India Act neither Federal nor Provincial, but to lay down its 
nature and scope and to confer it upon the Courts once and for all in the 
Constitution Act itself. Particular powers and authority will be conferred 
upon the Court and regulattd by tlie legislative authority wdiich lias c*ora- 
petencG in the matter to which they refer. For instance, all powers and 
authority which the High Ckmrts may exercise under Provincial Civil Courts 
Acts will be Provincial; those which they exercise under the Cmie of Civil 
Procedure or the Code of Criminal Procedure, bi>th of which fall in List III, 
will be ProviBcial or Federal according as the legislation uiKlertakcn is that 
of the Provincial or the Federal Legislature. ' The powers at present enjoyed 
by courtesy are, of course, not regulated by the proposals of the White Paper. 


* Valin V. iMnglow^ B App. Oas. 115; 49.L4.F,0. 37*' 
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18. As regards maintenancej the proposal is that this should he entirely 
a'' Provincial'. matter,.' but it is .proposed, ' as already stated,- to give the 
Governor a personal authority to certify, after consultation with his 
Ministers,' the 'amounts' which he thinks, are .required .for ' the expenses 
.of ' these ■ Courts. . 

19. These' proposals as regards power and maintenance take account 
not only of the necessities of administration, but also of the conditions 
which the new Constitution is likely to set up. In the light of past 
experience it is suggested that the Federal Government will lack the 
requisite local knowledge to enable them to discharge the functions now 
assigned to the Provincial Governments in the ease of all High Courts 
other than the Calcutta High Court. (The relations which have hitherto 
existed between the Government of India and the Calcutta High Court 
are due partly to historical reasons and partly to the fact that that 
Court serves two Provinces.) To restrict the competence to confer power 
and authority upon High Courts to the Federal Government might well 
involve a risk of conflict of administrative authority over subordinate 
Courts between (a) the Provincial Government, which would continue to 
possess such authority in virtue of its responsibility for the Provincial 
subject, -and of the fact that in the majority of Provinces the Provincial 
Courts Act vests power of appointment of subordinate judicial officers in 
the Local Government, and (b) the High Court, which would also continue 
to possess sucih authority, but which,, with the High Court centralised and 
with the statutory Letters Patent po'wers transferred to the Government 
of India, would cease to have any administrative relations with the Local 
Government. The present system of provincialisation has worked well in 
the past and has proved itself appropriate to the varying constitutional 
conditions. Finally, it might reasonably be held that since the administra- 
tion of justice is essentially a Provincial subject, the Courts which administer 
it should be in relation with the Provincial executive authority. 

20. It is further for consideration whether, if the High Courts ivere to 
he federalised, the Provincial Governments of the future would be content 
to allow them to remain in possession of the power and authority over 
the subordinate judiciary of the Province at present conferred by Pro- 
vincial legislation or as the result of arrangements with Provincial execu- 
tives. This is a consideration which cannot be ignored, for if the adminis- 
tration of the subordinate judiciary were removed from the High Court it 
would necessarily fall to the charge of a Minister directly responsible to 
the Legislature. 

21. On the point of maintenance it is sometimes assumed that the 
federalisation of civil and criminal justice would not involve additional 
expenditure on the Centre, since the receipts on this head balance expendi- 
ture. Enquiries made from time to time, however, show that this is not 
correct when all expenditure of every kind on this head is taken into 
account, and in any case this measure would involve complicated flnancial 
adjustments ranging not only over Court fees, but stamps and Public 
Works expenditure.,- The administrative functions of the High Court 
involve control over a considerable ‘ range of expenditure in regard to 
subordinate establishments, '..Court buildings, and the like, and it has been 
represented with much force that these arrangements can best be effected 
in relation to. the ■ Local \Gqverninent, instead of bringing them within 
the purview of the Central Government, which would not have the necessary 
knowledge, or could, :ln only acquire that knowledge through refer- 
ence to the Local Governiheht, -itself, . 
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High CoupvTs,” , otheb than Chaetered High Coxjets. , , 

22. The foregoing paragraphs . of this , note -have reference .primarily: to., 
the 'High. Courts referred to in the Government of India Act (section 101 
.(1) )j that is./ to High. Courts of , Judicature established by Letters Patent, 
co'm.iiioiily known , as ; the ..Chartered .High Courts. But .such Courts , do .not 
e^cist in .o.v'ery .. Province I . in a few' .Provinces the highe'st Court, of ..criminal 
or civil appeal, though not a Chartered High Court, exercises the appellate 
and revision ai powers of such a Court. These include the Courts of the 
various .. Judiciar Commissioners and. the Cliief . Courts.' The ohservations.. 
ill this, .note are., to, some extent' applicable also '. to High. Courts of this 
description, hut not those which I'cfer to constitution and organisation, to 
the general administrative power derived from section 107 of the Govern- 
ment of India Act, nor, of course, those relating to the powers conferred 
by Letters Patent. The position of non-chartered High Courts in re- 
lation to these matters will require consideration when the exact scope of 
the provision to take the place of paragrajih 175 of the White Paper, 
and. the previse extent of item 28 In List II of. Appendix VI/ .come,' under 
examination. For the present the nature of the problems which arise in 
connection [with the Judiciary are most conveniently presented from the 
.: angle of the Chartered High Courts. 
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Memorandum by the Secretary of State for India on the 
Proposals for the future Administration of Indian 
Railways 


111 paragraph 74 of the Introduction to the White Paper it was stated 
that His Majesty^s Goyernment considered it essential that while the 
Federal Government will necessarily exercise a general control over railway 
poiicyj the actual control of the administration of the State Railways in 
India (including those worked by Companies) should, be placed by the 
Constitution Act in the hands of a Statutory Body so composed and with 
such as will ensure that it is in a position to perform its duties 

upon business principles, and without being subject to political interference. 

The xmper entitled Sketch Proposals for the Future Administration of 
Indian Railways/’ wdiich I now' circulate, is the outcome of the delibera- 
tions of ii Committee wdiich 1 recently appointed to consider a scheme \vhich 
I had prepared in consultation with the Government of India to giro elfect 
to these principles. The Committee was very representative, containing 
as it did seven members of the Indian Legislature who came to England 
specially for this- purpose; five of the delegates to the Joint Select Com- 
mittee, of whom two 'were re}9resentatives of the Indian States; four 
eminent railway experts, two wdUi sjKJcial know'hxige of Indian raiiw’ays; 
v/hiie tho remaining six members were possessed of wide administrative,- 
financial or commercial experience. 

2. 1 venture to think that the proposals set out in this paper are, broadly 
speaking, conceived on sound lines, and it is gratifying that so largo a 
measure of agreement has been reached. In regard, however, to the vital 
<:|ue.stlon of the method of appointing the Railway Authority (i)axugraph 2 
of tlK3 Proposals) a distinct cleavage of opinion emerged. 

One section of the Coram ittoe recommended that all the members of the 
Authority should be appointed by the Federal Government; the rest of the 
Committee, while agreeing that four out of the seven members shonkl he 
appointed by the Federal Government, considered it necessary that the 
other three should be appointed by the Governor-General in his discretion. 

I do not favour the former view as I consider that such an arrangement 
might conflict with the fundamental principle that the Authority should 
be entirely free from political influence, and I would be unwilling to go 
further than to allow four out of the seven members of the Railway” Autho- 
rity io be appointed by the Ifodcra! Government. As for the proposal 
thaii the Authority should l)o established on a communal basis laid down 
by^ Btaiule, %vhiie I sympathise with the anxieties which, have prompted 
this ^proposal i regret that 1 cannot support it. If siich a precedent were 
set In this case it would, be diixcult to refuse to follow ii in other cases; 
and apart from the probability that no Federal Government could afford 
to disregard the claims of the minority communities if qualified persons 
be available, the reservation of three appointments in the iuinds of the 
Governor-Gen era! himeelf would serve to- ensure that the xluthority was 
representative, subject always to the governing consideration that no person 
should be appointed who did not possess the , qualifications laid down in 
paragraph 2 of the Froposals, , ■ , . 

ii, I invite special attention to the foot-notes to paragraphs II and 13 
regarding the position of railways in .the Indian States. These notes raise 
an importaiil; coiistitntioaa! issue which- the ‘representatives of the Indian 
States will rio doubt explain^ to the Joinf Select -'CrOmiBittee, 
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4 „ .Tlie . Sketch Proposals refer specifically in paragraph ..S . to ' the 'special ' 
respoBsibiiities' of the' GoYernor-General in so far as , they .may extend to.^ 
the. . reeniitmeiit and service conditions of railway personnel. ,, It '.will . he' 
understood, however, that this does not exhaust the scope of Ms . responsi- 
bilities ill the matter of railway administration, partioiilarly with regard 
to defence requirements. The governing principle laid dowm in paragraph 1 
of the Proposals is that railway policy is to be coiitroilecl by the Federal 
Governnient and the Legislature; and where defence requirements may be 
concerned the authority of the Federal Government will .r'^side in the 
Governor-General by virtue of his special responsibility in respect of any 
matter affecting the administration of the Reserved Department of Defence. 
In this regard, therefore, he will be in a position to give directions to the 
Railway Authority as to the exercise of their functions. 

5. There remains to consider the important question whether a Statutory 
Railway Authority should be set up by British or by Indian legislation. 
As I see the position there appear to be four courses open: — ■ 

(1) An Act might be passed in the present Indian Legislature and the 
necessary adaptation to the new Constitution made in the Constitution 
xict itself. 

(2) The Constitution Act itself might contain provisions, complete 
in all details. 

(3) The Constitution Act might lay down the general principles on 
which legislation should be based, it being left to the new Indian 
Legislature to legislate in detail in conformity with those principles, 

(4) The matter might be left entirely to the new Indian Legislature 
with a reservation that the approval of the Governor-General in Ms 
discretion ivoulcl be required to the introduction of the original Bill> 
or of any amending Bill. 

In .any event it will be necessary to ensure that a Statutory Railway 
Authority shall be set up on right lines. 

In 'iny case it would be necessary to preserve in the Constitution Act 
the existing rights which the Indian Railway Companies possess under 
contracts entered into with the Secretary of State in Council. 



RECORD III— (contd.) 

Sketch Proposals for the Future Administration 
of Indian Railways 

1. Subject to the control of policy by' the .Federal Government and tlie 
Legislature, a Eailway Authority will be established 'and will' be .entrusted 
with the administration of railways -in India (as described in paragraph 4) 
and will exercise its powders through an. executive constituted as described 
ill paragraph.. 3. . 

2. The Railway Authority wilh consist of seven members. The Committee 
is divided on the question whether (a) three will be appointed by the 
Governor-General in his discretion and four by the Governor-General on 
the advice of the Federal Govormnent or (?>) all will be appointed by the 
Governor-General on the advice of the Federal Government. Those members 
of the Committee who are members of the Centrai Legislature, witii the 
exception of Mr, Anklesaria, support the latter alternative. All the Hindu 
and Muslim members of the Central Legislature on the Committee agree 
that out of the seven seats on the Railway Authority two should be reserved 
for the Muslim community and one for the European community. Sir 
Pliirosse Sethna, Mr. Ankiesaria, Sir Manubhai Mehta, and the European 
members of the Committee, while they would welcome an authority repre- 
sentative of all interests and all communities so far as is compatible with 
elEciency, do not consider that any special provision should be made in the 
statute for the establkhment of the Railway xluthority on a communal 
basis*. The seven members so appointed must be possessed of special know^-' 
ledge* of commercM?, industry, agriculture or finance, or have bad extensive 
adminktrativo experience. The Preaidentf of the Authority, who shall 
have the riglit of access to the Governor-General, will be appointed from 
the member.s by the Governor-General in his discretion. 

The Federal Minister .responsible for Transport and Commimications may 
at any time convene a special meeting of the Railway Authority for the 
purpose of discussing matters of policy or questions of public interest. At 
such meetings tho Federal Minister will preside. The Federal Minister 
.may by order require or authorise the Railway j^uthority to give effect to 
decisions of the Federal Govenirnent and the Legislature on matters of 
policy, and it shall be obligatory on the Railway Authority to give effect 
to such decisions. 

No Minister or member of the Federal Legislature or any other Legis- 
lature in India will b© eligible to hold officio im a member of the Authority 
till oiie| year has elapsed since he surrendered his office or seat, nor will 

Mr. Joshi %vouid add “ knowlcnlge of public affairs.” 

.Rr, Joshi cojisklers that two seats on the Railway Authority should be 
speeiaily reserved for representatives of Labour and the travoliing public, 

xMr. Joshi and Dr. Ahmad consider ■ that if the Authority m to consist 
of a whole-time Chairman and part-time members, the number should be 
increased. 

Mr. Joehi and BIr. Anklesaria eonsidcr that simcial representation should 
be giveni to agriculturalists on the Eailway Authority. 

t Mr. doshi ami Mr. Raiiga Iyer consider that the appointment of 
President should bo made on the advice of the Federal Government. 

f Mr. Joshi and Mr. Yamin Khan hold the view that in regard to the 
membership of a Legislature the year’s disqualification should not apply, 
but that any member of a Legislature appointed to the Railway Authority 
will ipso facto vacate his seat. 
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a 213- person be appointed' as a member of the Autliority who has been a 
servant of the Crown in India, a railway official in India, or has personally 
held raihvay' contracts, 'or' has' been concerned in the management of com- 
panies holding such contracts, within one year of his reiinq.uishment; of office 
or of the termination of the contract as the case may ' be. The Federal 
Minister responsible for^ Transport and Communications may, if he sees 
fit, attend the ordinary, meetings of the Authority or be represented thereat, 
but in neither case will there he the right to vote. The members of the 
Authority will hold office for five years, but will be eligible for reappoint- 
ment for a further term of the same length or for a shorter term. (In 
the case of the first appointments, three will be for three years only, but 
these members wall be eligible for re-appointment for a further term of three 
or five years.) 


Any member of the Authority may be removed from office by the Governor- 
General in his discretion if, in his opinion, after consultation wdth the 
Federal Government, there is sufficient cause for such action. 

Members shall be appointed to the Hailway Authority wrho are prepared 
to gi've their services to such an extent as may be required for the proper 
performance of their duties as laid down in the Statute.*^' Their emoluments 
shall Jie such as to secure suitable men who will be prepared to devote 
sufficient time for the proper discharge of their duties and responsibilities 
and will be fixed by the Governor-General in his discretion after consultation t 
with the Federal Government, the emoluments of the members of the first 
Eaiiway Authority being fixed in the Statute. 

3 . At the head of the railway executive there will be a Chief Commis- 
sioner, -who must possess expert knowledge of railway \vorking and will be 
appointed by the Eaiiway Authority subject to the confirmation of the 
Governor-General. I A Financial Commissioner will be appointed by the 
Governor-General on the advice of the Federal Government. He must 
possess extensive financial experience and have served for not less than 
10 years under the Crowm or have shown outstanding capacity in the con- 
duct of the financial affairs of commercial or railway undertakings. The 
Eaiiway Authorit^^, on the recommendation of the Chief Commissioner, may 
axipoint additional Commissioners, who must be chosen for their knowledge 
of raihvay ivorking. Except in matters relating to Finance the Chief 
Commissioner shall have power to overrule his colleagues. The Chief Com- 
missioner will cari’y out the duties from time to time delegated to him by 
the Hailway xluthority and may delegate such x>owers to his subordinate 
officers as may be approved by the Eaiiway Authority. 

4 . The Eaiiway Authority will he responsible for the x>^'oper maintenance 
and efficient operation of the railways vested in the Crown for the purposes 
of administration (including those worked by Companies), all of .which 
will remain vested in the Crown for the purposes of the Federal Govern- 
ment* The Eaiiway Authority wilLalso exercise the control over other rail- 
ways in British India at present exercised by or on bAalf of Government. 

* Mr. Ranga Iyer, Mr. Eadshah, Mr. Joshi, Br. Ahmad and Min Yamin 
Khan are of opinion that the members should be whole time ■* while the 
other members of th© Committee' consider that the Committee's recommenda- 
tion does not exclude, the appointment of whdle-time members, should 
experience prove this to -he nectary. ' 

t Mr. .loshi and Mr. Ranga .Iyer hold that in his discretion after con- 
sultation with should '.read on the advice of.*' 

, I Mr. Joshi would add the Federal Government.** 
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Provision will be made for safeguarding the existing rights of Companies 
working niider contracts with the Secretary of State in Council, and it will 
.•be ..the duty of the Railway Authority 'to .refer to the Secretary of State 
any matters in dispute with the Companies which, under the terms oi 
those contracts^ are subject to the decision of the Secretary of State in 
Council or which may be referred to arbitration. It will be obligatory on 
the Railway .Authority and the Federal Government to give effect to the 
decision of the Secretary of State or the awai’d of an arbitrator, 

0 . In exercising the control vested i.n it, the Railway Authority will bo 
guided by business principles, due regard l>eing paid to the interests of 
agriculture, industry and the general public and to Defence requirements. 
After meeting from receipts the necessary working expenses (including 
provision for maintenance, renewals, depreciation, bonus and interest on 
Provident Funds, interest on capital and other fixed charges, payments to 
Companies and Indian. States under contracts or agreements) the surplus 
will be disposed of in such manner as may be determined from time to time 
by the Federal Government under a scheme of apportionment running 
for a period of not less than five years. In the event of a dispute as to 
the adequacy or otherwise of the allowance to be made in respect of reneavals 
and depreciations the Auditor-General shall be the deciding authority. 
Pemding any iiciv scheme of apportionment the disposal of any surplus will 
be governed by the arrangements in force at the time the Authority is 
.e,stabl:ished..'-.'.''-“''''' 

0. The Railway depreciation, reserve and other funds should be utilised 
solely for railway purposes, and be treated as far as possible as the 
property of the Railway Authority. The investment of such fiiiids and the 
realisation of such investments by the Railway Authority s'hall be subject 
to such eoiiditioiis as tlie Fed.eral. Government may ■ preseri,he. . A Gommittee 
iiiiglit he convened in, India to , advise -what , those conditions should .be, ' 

7. Revenue estimates will be submitted annually to the Federal Gov^ern- 
ment, .which ' will in ^turn submit them .to -the F'ederal Legislature, but these.' 
estimates wdll not be subject to vote. If the revenue estimates disclose the 
need for a contribution from general revenues, a vote of the Legislature 
will, of course, be required. The programme of capital expenditure will be 
sniunitted to the Federal Government for approval by the Federal Legisla- 
ture. The Federal Government may, however, empower the Railway 
Authority to incur capita! expenditure subject to conditions to be prescribed. 

8. Railway Authority will be empowered, subject to the powers of 
ihe (iMvonior-Cunierul in ihe exercise of his special responsibilities, and 
Kiibjc‘et to the safegarding of the rights of all officers in the service at tlio 
time of tlie establishment of the Railway Authority, to regulate by rules 
or by general or special order the classification of posts in the railway 
servic.tes on State- worked lines in British India, and the methods of re- 
cruitment, qualifications for appointment to the servdee, conditions of 
service, pay and ailowanees, Provident Fund benefits,, gratuities, disciplino 
am! conduct of those services; te make such delegations as it thinks fit, 
in regard to appointments and. promotions, -to authorities subordinate to 
it; and to create such new appointments in the State Railway Services in 
British India as it :may deem necessary or to make to anthorities suho.rdiiiate 
to it such delegations as it thinks fit in regard to the creation of new 
appointments. In its recruitment to the 'railw^ay services the Railway 
Authority shall be , required to give efiect to any instructions that may 
be laid down to secure the representation - of the various communities in 
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.India. , .111 regard to the ■ framing of rules, ,,'to' .regulate the recruitnieiit .of"' 
the, ■ Superior .Railway "Services the' Public Service Commission* shall be 
■consulted. Any powers 'in regard to matters dealt with in this paragraph' 
at present exercised by the Government of India over Oonipany -managed 
railways shall in ■future be exercised by the Railway. Authority.,; 

' 9. The Railway .'Authority will at all ■tim.es fiirnisli the. Federal, Govern-., 
ment with such information ''as'. "that' Government , may desire, and will 
pilblish an Annual „,R,eport„, and .Annual 'Accounts. The .Accounts of the 
State-owned lines' in. British India will -be certified' '.by or . on., behalf of the 
Auditor-GeneraL : ■ 


10. Should any question arise .involving ' a .conflict of interest, betw’eeii the 
various authorities in British India responsible , for railways^ waterways 
and roads as competitive means of transport, a Commission will be appointed 
by the Governor-Geiieral ' to ascertain the views of all the interests con- 
cerned and to report, with recommendations j to the Federal Go%^ernment, 
vdiose decision shall , , be final. The . Co-mmission . shall consist of one 
independent expert of the highest . sending and experience in transport 
matters, with whom will be associated, at the discretion of the Govexmor- 
Generai, two or more assessors. 


11, The B'ederal Government shall lay' down regulations for safety on all 
the Indian railways and one of the Bepartments of the Federal Govern- 
ment, other than that responsible for Transport and -Communications, shall 
he responsible for the enforcement of such regulations, subject, in the 
ease of the Indian States, to the provisions of their respective Instruments 
of Accession. 


In regard to the railways referred to in paragraph 4,t maxima and 
minima rates and fares shall be fixed by the liaihvay Atithority subject to 
the control of the Federal Government. Any individual or organisation 
having a complaint against a railway administration under the control 
of the Rail-way Authority in respect of any of the matters which may, at 
present, he referred by the Railway Department to 'the Railway Rates 
Advisory Committee, may have the matter referred, under such conditions 
as the ifederal Government may iDrescribe, to' an Advisory Committee to 
bo appointed by the Federal Government. Before the Federal Govern- 
ment passes any order on a recommendation of the xiclvisory Committee it 
shall consult the Railway Authority. 


* Mr. Joshi and Mr. Padshah consider that the Public Service Commis- 
sion should he nonsuited in regard to the recruitment of both the Superior 
and Subordinate Services to the extent practicable. 

Sir Muhammad fakiib considers that the Public Service Commission 
should be utilised in making appointments as far as practicable. 

t Mr, Mudaliar and Mr, 'Joshi hold' that the restriction under this 
clause to railways in British, India conflicts wdth the provisions contained 
in the White Paper on the ' subject.' • . 

' Mr. Runga Iyer considers ' that the ■ present powers exercised by the 
Government of India over ' all railways in ~ Indian States should be exercised 
by^ the Railway Authority tinder, the, ■Federal Government. 

, It was represented on -behalf of ;• the- Indian States that separate arrange- 
‘ ment$ would he required for railways_ owned by Indian States, and accord- 
ingly no provision has ' been'* '.'made for-' such railways in the scheme except 
to ■ some extent, under safety-; (paragraph 11, sub-paragraph 1) and again 
‘ under 'arbitration (paragraph'. I, ' , , :i . ' 
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12.+ Provision should be made for the referencej at the request of either 
the Railway Authority or the Administration of a raihvay owoied by an 
Indian States^ of disputes in certain matters 'such as the .coiistriiction. of 
new lines, the routing and interchange of traffic and the fixation of: rates, to 
arbitration by a tribunal consisting of one nominee of each 'party and a 
ehainnan approved by both parties. The decision of the committee should 
be final and binding on both parties. Should the parties be unable to agree 
on the noraiiiation of a chairman, he sliall, be nominated by the Governor- 
General in his discretion. 

The arrangements should be such as not to prejudice the position of the 
Fedeiail Court as the interpreter of the Constitution and Cdnstitutioiial 
doeoments. 

Campufix Rhodes, 

1) Gfj u t ij Chair tna n 

N. N. Anklesabia. 

E. A. S. Bell. 

H. P. Bctbt. 

Hubert M, Care. 

F. I). Hammond. 

A. 'Htdari. 

N, M. Josm. 

m'ant. , 

ALiKimiiAi H. Mehta. 

A. '.'T.: WlLMAMS,- 

■Secretary,- ■ 

,: Sir Cecil ' Kiscii,, .:wlio .was appointed io\\the;Comiuitteev. was , not 'able to 
take, part in its ■clisciissioiis owing to his. preoccupations in con:!iecdi:on,,wuth:. 
the ‘World Economic Confei’ence, He has, therefore., not signed the 

•.;:proppsMs.;'';, ; ' 

India Ofiice, 

1933.-.- 


I Mr. Mudaiiar and Mr. doshi dissent from the proposals in this clause 
as antagonistic to the 'proposals iU' the,, ;Whitb"', Paper. ^ 


J. Milne. 

Robt.- Mow.b:ray... . 

S. AI. Padshah. 

A. A. L. Parsons. 

A, Ramaswami Modaliae. 
C. S. Ranga Iyer. 
PHIROZF 4 Sethna. 

T. Smith. 

AlorfA.MMAD Yakiib. 

Mohb. Yamin Khan.; 

ZiA- Uddin Ahmad, ^ 
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Memorandum by the Secretary of State for India in 
regard to the Instrument of Instructions of the 
Governor-General or Governors 

1. There seems to have been some misapprehension as to our intentions 
with regard to the Instrument of Instructions of the Governor-General or 
Governors and I should like to describe briefly what I conceive to be the 
purpose and function of that Instrument in relation to the Constitution Act. 

2. In the United Kingdom executive power and authority is, broadly 
speaking, vested in the Monarch. This is almost as true to-day as it .was 
200 years ago; but constitutional usage and practice has in process of time 
materially affected the 7 mnneT of its exercise, without altering the strictly 
legal position. Thus the Crown could remit to-morrow the sentence of every 
person imprisoned at this moment in a United Kingdom gaol, and the 
remissions would all be legally valid ; but a sentence is not in fact remitted 
save on the advico of a responsible Minister, who would be accountable 
to Parliament for the action taken on his advice, 

3. In the British Bominions beyond the seas the relations between , the 
Governor-General or Governor, as the King’s representative, and his Council 
of Ministers in respect of the exercise of the-. executive powers vested in him 
by law are governed by his Instrument of Instructions, .which , in this respect 
takes the place of,’ the unwritten usage and practice in the gorenimeiit of 
the United Kingdom. Such Instructions..: are'' misceptible of ^inlinite varia- 
tion, according to the stage of constitutional .development -with which they 
are intended to deal. They may, for example., direct the Crown’s representa- 
tive either to exercise his powers entirely at his own discretion, consult a 
iio-dy of Councillors but not necessarily to follow their advice, or to be 
guided by the advice of Ministers in certain matters though nob in others, 
or to act in all matters on Ministers’ advice. 

4. The Instriinient of Instructions thus does not itself confer any powers. 
It neither delmes nor creates legal rights and obligations. It lays clown the 
munmr in which the Crown’s representative is to exercise the poxvers vested 
ill him by law. And it is to the Crown and to Farliaraent alone, and 'oot 
to the Courts, that the GoTernor-General or Governor is accountable for any 
br<?aeh of his Instructions-— an accountability w^hich in the last resort could 
be esnh-ircod by his removal from office. 

5. In the White Paper have adopted this weli-knowm conslitutionai 

tievjcc. Kxecutive liower and authority will be vested by the Constitution 
Act ill the Governor-General in the case of the Federation, and in the case 
of the Provinces in the Governor; and the Governor-General and Govern ox"* 
will eacli be given an Instrument of Instructions directing him as to tho 
maimer in wliieh lie is to exercise those powers. The Instrument will 
direct him to be guided by the advice of his Ministers in all matters with 
regard to which they are competent under the Act to advise, unless to be 
HO gtiidcil would in his opinion (and his opinion must necessarily be con- 
clusive on this point) be inconsistent with the fuifiiinent of any of the 

special responsibilities ” which wc propose should be imposed upon him 
by the Act itself. The Instrument of Instructions will deal ivith other 
matters as well, but at the moment I confine myself to the basic matter I 
have just mentioned. , ' > • ; 


48 . ' . .■■EECOEDS ■ OF THE '.'JOINT „'.COMM,ITTEE 

ON' 'INDIAN;' OON'STITUTI.ONAL 


27“^, ■ tJi4i?V, 1933.] Instettment - oi* Instructions of the " . IGonUnued. 

'Governor-Generau, or Governors. , 


; '6,-,In one respect tlie Wliite Paper ■breaks new ground. 'We' propose' tliat 
P'ariia'iiieii't sinouid be associated both with the original Instruments an'd with 
any subsequent amendments to them. Parliament is entitled in our riew 
■'to, satisfy itself, first, .that. the original Instruments or InstriictiO'ns are con- 
'sisteiit, with .the ■ intentions' of ■Parliam.ent when it 'enacted, the iiew-Gonsti- 
,tutio.!i;' ./and, ' secondly, tha.t any constitutional ' change 'made ,,'iiereafter by; 
means of an amendment of the Instruments can only be made with its 
knowledge and , ' a,ppiwal. In onr .-opinion, provisions, 'for this |)urp, 0 'Se::'are.; 
essential if the responsibility of. Parliament for the future constitutionad 
development of India is to be maintained iinimpaired. 

7. It wdll be remembered that the Instructions are those of the Crown to 
its representatives, and I have been thinking over what was said the other 
day by Lord Eaiikeiliour as to the manner in which the approval of Parlia- 
ment should be secured. Gn further consideration I am disposed to tliink 
that the method which I understand him to propose, viz., an Address to 
the Crowni, is the best and the most appropriate. I wmiild accordingly 
suggest to the Committee that provision should be made whereby the Crown 
wmuld communicate a draft of the proposed Instructions to Parliament and 
Parliament would subsequently present an Address praying that the Instru- 
ment may be issued either in the terms of the draft or -with such omissions, 
additions or alterations as may be suggested; and the Crown -would not take 
action until the Address had been received. A similar procedure would be 
followed in the case of any amending Instructions which might be issued 
hereafter. 

S. I have only to add this. Paragraphs 20 and 72 of the White Paper 
speak of the Goverrmr-General and Governor acting in accordance wdth such 
directions, if any, as may bo given to him ” by the Secretary of State. 
This, of course, refers to ad hoc directions .which may be given by the 
Secretary of State from time to time to meet particular contingencies. The 
Instrument of Instructions itself can only lay down general principles; 
but we make it clear in the same paragraphs that any ad hoc directions 
must not be inconsistent with those principles. A member of the Com- 
mittee inqnired a few days ago wdiat would happen if the Secretary of 
State gave directions which were in fact inconsistent with the principles 
laid down in the Instrument of Instructions. I can only reply that Par- 
liament eoukl, and I have no doubt would, hold him .strictly to account if 
he thus presumed to disregard the provisions of the Act. 
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Memorandum by Secretary of State for India being an 

expenditure on fresh “ over- 
head charges necessitated by the White Paper 
Constitution (viz., increased cost of legislatures, 
elections, etc.) 


;C}entbe.:' 

Lahlis 

per anmm» 

A'liBiial' adfiltd:^ cost of elections' (assuming a general election 


:.;«fery:::''^tl 3 ir€e years)* ... ... ... ■ ... ' .... ■ ' ... 4.0 

Aiitiual additional cost of cnilarged Legislature' , 39 . 0 . 

Aiiiiiia!/ cmt ... ... : ,..., , 4.6 

Annual addition, on accxsiint of salaries' of ■'Couns.ellorSj Fina'nciar 
; .Adviser a,iMl staff . 5.0' 

Contingencies (indiiding possi'ble reconstruction 'of ■ New BelM 
for suiuiner session of Legislature) ... ..v ',, 2’5.0' 

Total ... 77.6 


* The inaxiinum statutory life of tlie ' Provincial and Federal Lower 
Cliambers is 6ve years. It is impossible to .say’ ivbat will be tke actual, 
average life^ but three years has been ' arbitrarily assumed for the purpose' 
of these estimates; 


mconm of the; ^oint; committee 
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Provinces. 


11;';, ; 

Province., 

Number of 
elected members 
of Legislature. 
Present 
Proposed. 

Inereased 
cost of 
Legislature. 

Lakhs. ' 

Ministers’ 
salaries 
P.S.C.’s, etc. 

' .Lakhs. 

Extra cost of 
each,, general 
election, 

'Lakhs.:-,,; 


Madras ' ■ ,/ 


1-25 

•70 



. ; 

■ Bombay' ' . .. 

1216 J 

14 

0*50 

1-70 

10-00 

i|i:; 

■ ■■ Bengal*' ... 

L175J 

l-i 

l-'75 

, ' l>25 ' 

11-00 

li'';;';: 

' ■ , United Provinces*^' 

[ 25 OJ 

14 

3-0 

o-OO 

8-00 

111' 

Punjab ...■ 

L228J 
r 71] 

U 75 J 

2-0 

,,-89 

'■!■ 6'-.25 


Ifi;'';;;.'';/;,. i'|;Biharf^;;';''l'''A;i:;,';^ 

2*65 

1 ' ■ 

''-ST:''' ; 

4-00 


Central P ro v i nces 

1 00 

4 - 1 - 

0-62 

1-02 

2-60 

iiifSiii'i;? 

'...',,,^1" I... , 

U 12 J 

r 391 

— 'r 

0-50 

•60 

1*50 


I.l " 

I 1 O 8 J 
f 341 

■ ■ J . 1, ■ 

0-26 

•30 

•50 


I;;;,;:''- 

1 50 J 

: - :-.12-52' 


/ '53 -,85';;, 'I,' 


Estiimited aniiiuil cost of separation 

of Orissa t lo-O 

Estimated annual cost of separation 

ofSindt 10*26 

Annual cost of provincial elections, 

Inttmest on capital cost of new 
Total annual recurring cost : 

'v- . ' Tomxi. ... ... 1.47-91 =5 £1^09,000 per anmim. 

^ Inclndes cost of a. second chamber. Bepamte estimate for the second 
'‘chamber is; available' only in the case of Bihar 130 members) where it is * 

_ t Fresh 'Overhead\ .charges o.n!y.; ■ Thi s does not Jnclude the amount ncces- 
'sary to cover the estimated deficits in these new provinces. , - , ■ " , . * 

^ ■ . t f he, maximum statutory lile'nf the Provincial and Federal Lower Chambers 
Is^five' years..'. It ,ih .Impossible" th say what will be the actual averages life, but 
three years has hee# arbitrarily assumed for the purpose of these estimaF'^s. . 
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CAPITAL CHxlRGES FOR' NEW - BUILDINGS, ETC. 


Provinces. 

.AlailrRs, ... ... ... 1.5 

Bengal;--, ... .... 6.6 

.'Piiiijab , 1.5 

Central .Piwmces . ... ■ ... - ^ ...5 

■Sind: 7.0 

;Orissa:.. ... ■■"... 28.0 

Total 45.1 


Interest at 5 per cent, (2.25 lakbs) has been included in the total annual 

cost .,a'bov€,- '■ , /■' ■■■'■ -v;':-- t-'' ''\v■^'",■'■'■ 
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Scheine of Constitiitioiial Reform in Burma 
■ ^ ' if separated from India 


Memorandum by the Secretary of State for India. 

Ii! accordance witli tlie undertaking that I gave to tlie Joint 
Select Committee ou llie IMst July, I circulate herewith to niy 
colleagnes of the Committee and to Delegates a i\Ieino.ranchi,rri 
setting out in some detail, on the model of the Indian White 
IMper, the nature oC the proposals that woiihl form tlie ])asis of 
the Bill that would l)o requii-ed if it were decided to separate 
Burma from India and give her a Constitution on the lines 
sketelied the Ih’iino ^linisi.er in his statement of the 
12tli January 1932, at the close of tlie Burma Conference;**'* 
Should tl'ie Committee take the view that 'Biirina should be 
included in tlie Indian Federation tlm proposals of the Indian 
Wliito Pafior, Hul'\ject to some consequential adjustments, ivoiiicl 
apply to Burma in the same way as to any oilier Province, 

So far as the lu’oposals in the lifemorandum now cireiilated 
amplify or Mipplcmeiit the Prime Minister's Btatemeiii, they either ^ 
rcprotliH-e, ninhindi^, i:)rovisions to ho found in the Indian 

White !\i|xrr, or they deal with matters in respect of wliicli tlie 
M'purralion oi Banna would inevitaljy require inodifieation of the 
W'liiio Pa]ier propasals^ or rendm* additional provisions necessary. 
Provisions of this kind have been tentatively and |>rovisio.ria.l!y 
inserted for the sake of completeness. Lastly, there are certain 
mailers in respect of wdiich tlie Indian White Paper contains 
definite proposals, but where it may be necessary to introduce 
inodihcations in tlie case of Burma which have not yet been 
Wfirked out in detail. Such matters have been indicated in the 
Memoramlum, but no alternative proposals have for the time 
lieing been made. In due course I will state my views on points 
of tliis kind. 

I should like to make it plain that, unlike the Indian White 
Paper, this Memorandum does not contain recoimnendations 
whicdi His Majesty’s Government specifically advise should be 
adopted. As I liave indicated above, it is a first sketch of the 
main lines of a possible Constitution if Burrna is separated from 
India. 1 reserve to myself the -right, wlien the time comes to 
discuss it, to suggest amendments on details which seem to me to 
be better suited to the conditions of Burma,' 

Bee Command Paper 4004/33. 
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I may, perliaps, remind, the Gommittee,:' that.it ' wa^ not ■ possible ■ 
to make aii,y provision for Burma in the Indian White Paper 
because at the time that document was framed we were still 
awaiting an expression of opinion from, the Burma Legislative 
Council for or against the separation of Burma from India, The 
Ooirimittee will recollect that following the Prime Minister’s 
statement at the conclusion of the Burma Conference the choice 
as between separation and federation was left to the Burma 
Legislative Council after an election at which this question was 
made the luain issue. I would not propose now to go into details 
of the election campaign or of the proceedings of the Council in 
the session immediately following the election and in the special 
session summoned in April last at the request of the party leaders. 
I would simply say that, although registering emphatic opposition 
to federation with India on the same terms as any other Province — 
the only federation terms Avhicli could be offered to Burma — the 
Council has refused to choose separation on the basis of the 
Constitution outlined by the Prime Minister, which, I may remark, 
offei’ed to Barmans control of almost the whole range of functions 
which it is proposed in the White Paper to transfer to popular 
control in the Indian Federal Government and in the Provinces. 

The Committee, therefore, will apparently have to make their 
reconimendation. for or against the separation of Burma without 
any clear expression of opinion from the Burma Council : but 
I should hope that when the Committee reassembles after the 
recess an opportunity will be afforded to the Indian delegates to 
express their views, and that the Committee will also agree to 
invite to London a suitable number of representative Barmans 
for consultation. 


s.,: H. 
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Schenie of Constitutional Reform in Burma if separated 
from India, presented by the Secretary of State for 
India to the Joint Committee of Parliament on Indian 
Constitutional Reform, 


INTRODDCTIOK 

The object of this Tntrodiiction is to explain in the broadest 
outline tlie changes in the government of Burma which would be 
brought about by the adoption of the proposals wliicii follow. 

1. The principle underlying these proposals is that, in tlie 
event of Burma being separated from India, a unitary form of 
government would be set up there, under a Constitution composed, 
broadly speaking, on the same constitutional principles as have 
been etnbodied in the fu-oposals made in regard to India. No 
atlem|>t is made in this introrluetion to explain pro|>osals eoniiuon 
to both cases, as such proposals have l^een iuiiv explained iii the 
intxodiiction to the Incliaii White Paper. The essential difTerence 
between the two cases is dial the Constitution for Burma would 
not be com plica, ted l)y the special considerations arising from 
the •! c.'X)iK*ept of: an Indian Bederation, and that the Goxwn- 
maiih of ihcrma would accordingly combine in its own hands 
funetioiiB ‘wJiich, in tlie case of the proposals in the Indian White 
Paper, have necessarily been distributed between the Federation 
and the Provinces. Differing circumstances have made it 
necessary to depart from the Indian model in the case of a :few 
inaUerB, but the close correspondence of the two sets of proposals 
is shown by the numbt'r of proposals in this paper which are 
set out in plain type, a device which indicates tJiat they are in 
substance identical with, although they necessarily differ in some 
respects in form from, corresponding provisions in the Indian 
pjNjposals. References to the corresponding proposals in the 
indiaii White Paper are indicated in the margin. 

2. It Ims in tlie past been suggested*'" that in view of the 
differences of race, Ijistory, culture and political development 
between India and Burma, the linking of Burma to India in the 
last century for reasons of administrative convenience should not 
of necessity tie Burma to tlie same path of political progress as 
India ; and tire view' has heen advanced that the Empire affords 
examples, bucIi as are to be found in' Ceylon and elsewhere, of 
other types of constitutional arrangement which might be :more 
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..smted' to' the .geniiis ■ of the Bnrman ;, people.';, , But since ; tlie 
; CTOveriiiiient of India Act .of 1919 Btirma; has been. , 
carried .forward hy the, tide of Indian ref oiin, so; she now 
stands at the same point' of political development as the otlier 
Provinces ' of British India. It does' not therefore seem possible, 
even if it were politically expedient, to contemplate either a 
diiierent line of advance- for Burma from that 'mapped out for 
'India or ,a different' rate ' of;, progress. , ' This , position. :'was.:;',';: 
recognised . bjr the Government of Burma in- a Despatch of the 
13 til. All gust 1930,'’’ in which they, wwote 

. . . It is of great importance that it should be made 
clear beyond all possibility of doubt or question that the 
separation of Burma will not involve for Burma any 
departure from the statement contained in the preamble to 
the Government of India Act, 1919, that the objective of 
British x)olicy is the progressive realisation of responsible 
government in British India as an integral part of the 
Empire. As the CominissionJ say, that statement constitutes 
a pledge given by the British nation to British India. When 
the pledge ivas first announced in August 1917, Burma was 
a part of British India. The pledge, therefore, was given to 
Burma as ivell as to India, and even if Burma is separated 
from India the jpledge still stands for Burma unimpaired 
and in all its force. The Government of Burma could not 
possibly agree to separation on any other terms, and they 
trust that His Majesty’s Government will see fit to set at rest 
any doubts that may still exist on the subject. They attach 
importance to the point, for the allegation is frequently made 
in that section of tlie public j)ress of Burma which is opposed 
to the recommendation of the Statutory Commission that the 
British Government will seize the opportunity of sej>aration 
to reduce .Burma to the status of a Crown Colony.” 

3. The Burma Sub-Committee of the first Lidian Bound Table 
Oonfei^ence included in its Report, § as its first recommendation, 
a request to His Majesty’s Government — 

to make a public announcement that tlie xwinciple o£ 
separation is accepted, and that the prospects of constitutional 
advance towards responsible government held out to Burma 
as part of British India will not be prejudiced by separation.” 

• The Indian Round'. Table Conference dicrniBt agree unani- 
mously to the adoption of, and action on, this recommendation 
, ywithont further full consideration, but it was generally a-dinittod 
that such further consideration was a matter between His Majesty^s 

• /p; r.' '‘jv; ' * Page 244, S712 of lOBO. ' ' 

/.vv" J.Bimoii'Oommission. 
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Goveriimerit and the Biirmans tliemselyes, and that Indians would 
abide the issue* 

4. The next step was taken by the Secretary of State for India 
in answer to a question in the House of Commons on 20th January 
1931* when he made the following statement : — 

'lAs rny Right Hon. Friend the Prime Minister stated 
yesterday in the final plenary session of the Round Table 
bonf ere lice, the Government have decided to proceed with 
tlie separation of Burma. They wish it to be understood that 
the prospects of constitutional advance held out to Burma as 
part of Biitish India will not he prejudiced by tliis decision, 
and that the constitutional objective after separation will 
remain the progressive realisation of responsible government 
in Burma as an integral part of the Empire, In pursuance 
of this decision they intend to take such steps towards the 
framing, in consultation with public opinion in Burma, of a 
iie\Y Constitution as may he found most convenient and 
expeditious, their object being that the new Constitutions for 
India and Burma shall come into force as near as may be 
siinultaneously.” 

' '5* Til piirsiiaiice of this announcement the Burma Round Table 
Conference was convened for the pur|iose of seeking the greatest 
possible incasurc of agreement reganling the future Gonsliiution 
of Burma and the relations of Burma with India,” the primary 
task of (Jon fere rice being to discuss the lines of a Consti- 

tution for a separated. Burma/' 


The C<jiitereru;c3 sat from the 27th November 1931 to the 
12tli January 1932, and its .Report disclosed a considerable 
iiieasiire of agreement between the delegates from Burma and 
those from Barliameur upon tlie type and details of a Consti-- 
tutioii for a separated Burma, In tlia course of the Confe.rence 
a Btafement was made on behalf of His Majesty’s Govern- 
ineiit to the effect that the assurance given in the Prime 
Jliiiister's sialeiiieiit on llltli Jaiiuaiy at the end of the first 
Indian Conference, and reiterated on 1st December 1931 at the 
close of ttie second Confewence, de.finiBg His Majesty’s Govern- 
ment’s policy tt.iwards India and lier advance through tlie new 
Constitution, with, its .inservations and safeguards for a transitiQ.iial 
period to full responsibility for her own govamment, applied in 
principle equally to Burma* The sketch, of a Constitution for 
Burma outlined in some detail in the Prime Ministers statement 
at the cmd of the .Burma Conference, and drawn up in the light 
of the Goiiferenco discussions, took therefore 'for its basic principle 
■responsible government subject,, to' Certain,, *‘'sa.{6guard.s ’’ in the 
field of administration which is now '^/proyineial/’ and subject to 


certain ‘' reservations ” as well as “ safeguards ” in tlie field now 
administered by tlie Central Goyernmeiit of India. 

, 6. Ill Mb statement on 12tli Jantiary 1932 the Prime Minister 
saidj Oil belialf of His Majesty’s Government, tliat if and when 
they were satisfied that the desire of the people of Burniawas that 
the governiiient of their country should he separated from that 
of India, they would take steps, subject to the approval of 
Parliament, to give effect to this desire. 

In order to ascertain the desire of the people of Burma, 
advantage was to he taken of a general election to the Burma 
Legislative Council, which was due to he held in the following 
autumn. At this election the question of separation was 
inevitably the main issue before the electorate. But prior to 
ihe election a mass meeting, of members of the various General 
Councils of Burmese Associations (who had hitherto refused to 
co-operate with the dyarchical Government in Burma, or even 
take part in elections), was held at the Jubilee Hall, Rangoon, 
in the first week of July. At this mass meeting it was resolved to 
form an Anti-Separation League. The policy of the League was 
laid down in five Resolutions, the effect of which was to reject 
the Constitution for a separated Burma outlined by the Prime 
Minister at the end of the Round Table Conference, and to declare 
the League’s opposition to separation from India on the basis of 
this Constitution ; to '' protest emphatically ” against the idea of 
permanent and unconditional inclusion in the Indian Federation, 
and to continue opposition to separation till a Constitution be 
granted '‘satisfactory and acceptable to the people of Burma,” 
The meeting resolved also to take an active part in the impendiiig 
election, with a view to combating separation on the conditions 
held out by tlie Prime Minister’s statement. The election was held 
in Novemtier 1932, and the electorate returned a majority of 
candidates describing themselves as " AntLSoparationists ” and 
as adherents to the piolicy adopted by the Anti-Separation League 
formed at the Jubilee Hall meeting. 

7. In December 1932 the question of separation from India on 
the basis of the Constitutiou outlined by Ilis Majesty’s Government, 
or of inclusion, as a Briiish Indian Pro%dnce, in the Indian 
Federation, formed the subject of a i 3 rotracted debate in the Burma 
Legislative OouneiL The Council, eventually, on 22iid December, 
adopted a Resolution, which was identical in substance and almost 
in terms with those adopted at the Jubilee Hall meeting. It 
(1) opposed the separation of Burma from India on the basis of 
' the Ooiistitutioa outlined by the, Prime Minister on I2th January 
li)32 ; (2) emphaticallyiopposed the unconditional and permanent 
federation ' of - Burma- ' lyith India; (3) promised continued 
- opposition.^ to the ^eparatipiI\of Burma from India except on certain 
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eoiidifcioiis ; imd (4) proposed that, in the event of these conditions 
not "being fulfilled, Burma should be included in the Indian 
Federation on special conditions differentiating her from oilier 
Provirieos and inciorling the right to secede at will from the 
Federation. 

8. Such a Resolution indicated no clear choice between the 
alteniatiios that had been placed before the Council. But it was 
ijoped that, in tiie liglit of the Indian \^diite Paper pub lislied in 
Mareii and in the light also of the statement made l)y the 

iSonn^tarvof Slate [h-r India on 20tli ihircl) in answer to questions in 
llie I louse cfid^nmnicms, as to the nature of the two alternatives still 
nperi for choice hy Buima, the Burma Legislative Council might 
yet /give a less equivocal indication of the desire of the people of 
Burma in respect, of the two courses ollered. Accordingly, a 
s])eeial session of th.e Council ^vas, at the re(juest of tlie majority 
of tlie paj-ty leaders, summoned for 25th April 1933 and was held 
between that date and 0th Slay. 

Tliis special session provet! entirely unfruitful It was pro- 
rogued on 6th May without any resolution being adopted eitlier 
fijF Burma’s iiielusion in the fiidian iHHknTtiion. or for the separation 
of her government from that of India. As a' result, there is 
avaiJabie no oilier authoritative indication of the considered view 
of the represciilatlvcH of the people of Burma as to the course 
wliieli. should be adopted than that contained in the negative and 
emidilioiial Resolution of 22nd December 1932. 

Ill I lie scermd jiaragraph of that Resolution the Burma Legislative 
cxprcsM‘d itbcif as emphatically opposed to unconditional 
and ]>iUinanont fedoratiun with India, and such further evidence 
as has since acmimnlattcd .regarding the attitude of the people and 
political parties of Ikirmu, including sfatemenis by parly leaders, 
points the conehision that, whatever division of opinion may 
exist ill Burma as to tlie merits of the Constitution outlined in the 
.Brinio Minister's statement, there is an almost unanimous opinion 
ill Ihvufir ('if nltiiaate separation from India and against federaiion 
on llie sam temms ns tiie other Piwinces of India. 


Genehal Desceiptioh of Tim Scheme. 

. ^ 9. Before exainining the scheine dll detail it is desirable in the 
first place.' to refer to a question affecting the position wdthin 
the Em])irc of a Burma separated froiTi India. Unless ^ provision 
to tl'n3 contrary is made, tlie inoment^ Bumm ceases to be part of, 
British India she will, by v.irtue. of -the' Interpretation Act, 1889^ 
which^ delines a Colony'! as ' any , part, -of. ’His Alajesty's 
doniinions exclusive of , the British Mauds .amt of British 
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automatically become ‘‘ a Colony ” for all purposes of Englisk law. 
Aitlioiigii there is no necessary connection between the status o£ 
a “ Colony ” and that of a Crown Colon^^,” it is clearly desirable 
that the position of Burma should be iinaixibiguoiis, and it would 
be necessary to insert in the Constitution a provision to the effect 
that, notwithstanding anything in the Interpretation Act, the 
expression Colony in any Act of the Parliament of the United 
Kingdom should not include Burma. At the same time provision, 
would be made to ensure that Acts of Parliament which have 
hitherto applied ' to . Bunna as part of British India should... 
continue to do. so. ' 

10. The separation of Burma from India would also require on 
the financiai side that arrangements should be made for an 
equitable distribution between India and Burma of assets and 
liabilities existing at the time of coming into force of the Act ; 
and provision would have to be made in the Act to give statiitoiy 
effect to such deiermination and to such agreements as might 
be made thereunder by the respective Governments of the two 
countries. 

11. In view of the fact that, as already pointed out, the consti- 
tutional principles underlying this scheme are substantially the 
same as those which have been applied in relation to the Indian 
proposals, much that has been said in the Indian White Paper is 
applicable also to the present proposals. But it is believed that 
the nature of the present j)roposals will more readily he understood 
if a short description of their general purport is given at the 
outset. 

12. The scheme proposed is for an Executive consisting of the 

Governor as representing the Grmvn, aided and advised by a 
Council of Ministers responsible (subject to the qualifications to 
be explained later) to a Legislature composed of two Houses and 
consisting as to the Upper Chamber of 36 members, of whom one- 
half woulxl be elected by the Lower Chamber and one-half wmiild 
be iion-officiai parsons nominated by tlie Governor in his discretion 
for the puiq:)ose of making the Chamber as fully representative as 
possible of the interests of all sections of the community. The 
Lower Chamber would consist of rather more than 130 members, 
of whom a j)roportioh would represent minorities and special 
interests. ' ' ^ 

13. In the Government so composed would be concentrated all 
the functions which, m the .case of India, are proposed to he 
.divided between the Federai and Provincial Authorities. But, as 
in ■ India, the transfer, [M responsibility would not be complete. 
Certain - departments, ' namely, , those concerned with Defence, ^ 
External Affairsh/Eeclesiaaticai Affairs,' and,' the Affairs of 


Exekided Areas (to be called, in the case of Burma, Schedule A 
areas to which, for reasons presently to l36 explained, would 
he added, in the case of Burma, the control of monetary policy, 
carrency and coinage, would be entrusted to tlie Governor 
personally, ^anrl these matters he would control in responsibility 
to .His Majesty’s Government and Parliament. The. Governor 
would also be given powers similar to those proposed to be 
eoriferred on the Grovernor-General and Governors in India in 
relation to dissolution of the Legislature, refusal of assent to Bills, 
the grant of previous sanction to the introduction of certain classes 
ot legislation, &c. The administration of all other matters would 
1)6 transferred to ^vliiiisters responsible to the Legislature, but 
the Governor, again following the proposals made in relation to 
India, would be declared to have a special responsibility for certain 
matters, namely : — 

(а) tlie prevention, of any grave menace to the peace or tran- 

quillity of Burma or any part thereof ; 

(б) the safeguarding of the financial stability and credit of 

Burma ; 

(c) the safeguarding of the legitimate interests of minorities ; 

(ri) the securing to the ine!nl)ers of the Public Services of 
any rights provided for them by the Constitution Act 
and l].ie safeguarding of their legitimate interests; 

(e) t!ie prevention of commercial discrimination ; 

(/) the administration of the areas named in Schedule B to 
the Constitution Act ; 

(g) any matter which affects the administration of any 
department of government under the direction am! 
control of the Governor. 

The effect of entrusting these responsibilities to the C»overnor 
and the manner in which it is anticipated they would bo fUscharged, 
are described in the Indian White Paper, and it has not been 
thought necessary to reproduce here wliat is said in that Paper. 

14. It is now possible to draw attention to the points in regard 
to which it has been thought the special requirements of Burma 
would make some divergence from the Indian proposals desirable, 
and to indicate the ellect of those divergences. 

15. In the first place it will be observed that it is proposed that 
the control of monetary policy, currency and coinage should be 
treated as a reserved STibJect,'- The reaBons for tliis proposal are 
twoMold. Burma would at the outset ' be within the eiiiTency 
system of India, and it isdilcely to be some time before conditions 
would render it possible for ■ her ■ to adopt a separate carrency 
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system of lier own ; the subject, moreover, is on© in regard to 
which Burma possesses no expert knowledge. It is, therefore, 
prcjposed that these matters should be under the personal control 
of the Governor, who would be empowered to appoint a Financial 
Adviser directly responsible to him. 


16. The difEerent composition proposed for the Burma Legis- 
lature is, of course, mainly due to the absence of the detailed 
arrangements involved in the accession of the Indian States to 
the Indian Federation, but also in part to the fact that the 
communal difficulties which have necessitated special arrangements 
in India have, practical^ speaking, no counterpart in Burma. 

17. The importance to Burma of the immigration problem 
might also render it necessary to make some special |)rovision in 
this respect. 

18. Again, in regard to the administration of what, in the case 
of India, liave been described as Excluded or Partially Excluded 
areas, conditions in Burma may demand slightly dilferent treat- 
ment. Detailed provisions for . the treatment of such areas in 
Burma have therefore been excluded from the scope of thivS 
tentative scheme. It is proposed in the case of Burma that the 
areas falling within the two categories mentioned above should 
be enumerated in two separate Schedules, A and B, to the 
Constitution Act, and it wull therefore be convenient to refer to 
them as Schedule A or Schedule B areas rather than Wholly or 
Partially Excluded areas. A j)ro visional list of these areas will be 
found in Appendix II. 


The Public Services. 

19. A^s regards the All-India Services, Burma, like any other 
Indian Ih-ovince, is at present served by the Indian Civil Service, 
the Indian Police, and the Indian Service of Engineers. But 
since the last instalment o! reforms, when the administration of 
forests was made a transferred subject in Burma and Bombay, 
recruitment to the Indian Forest Service in Burma has ceased ; 
recruitinent now being made instead by the Local Goveiinnent to 
the Burma Forest Service (Class I). As in the case of India, it is 
IDroposed that under the new Constitution recruitment should 
, cease in Burma for the Indian Service of Engineers. As regards 
, the Indiaii Civil Service and the Police, the Services which wmuld 
correspond to these in Binrma in future would, of course, be 
differently named, but The. .Secretary of State w^ould continue to 
■ recruit Europeans to them in- the same proportion as at present 
pending a statutory enquiry into-' the, .recruitment question, which 
■, would take place after .a period to be determined (see proposal 93) ' 


20., Biimia is als.o';., served . tlie Central Services, 

e.g, tlie .Railway Seiwices, tRe ::Iiidiari''Aiidit - and Accounts Service^ 
tlie Indian Posts and iAlegrapIiSj--':and--,-tlie Imperial Castoms 
Service. Members of tliese ' Services-.' remaining in Burma would 
be absorbed in new Services administered '■ by the Government of 
Biirma iiide.pendeiitly of 'the' Government of India. 

21. As regards Central Service officers now serving in Burma, 
some were reci'uited by the Government of India for service in 
Burma alone, otliers were recruited either by the Secna'ary of 
State ()]■ the Govermnent of India without special rel‘ej‘ 0 iu ;(3 to 
service in Burma ()liicers fallnig: m-.'dhe.'^first category \voii](i l)e 
compulsorily transferred to the ■■■Ber.viee"'..of. the Government of 
Burma. Transfer to the (loverninent of Burma of ollicers falling 
ill the second (3at(-‘.gui’y ivould he Bubject to the consent of the 
officers them'^’elve.s and of the anthorit}^ wlii(*h appoiumd ihem, 
and would bo a matter for arrangement between the Govarnmerits 
of India and Burma. 

22. In addition to the ordinary Pro.vincial Service, which eewers 
the wliole of the c'ivil administration in the middle and lower 
grades, Burma posstisses the Burma Frontier Service. This 
Service is now conirulled and recruited by the Local Govonuiiont, 
but many of its ioein!}ers, in common with many rnembers of the 
Provini‘.ia! Sm-viccs, have rights guaranteed by the Secretary 
ofSiabn In view of the fact that if Burma were sepanited frenn 
India, most of the oHicers of the Burma Frontier Senadt^e would 
serve in areas under the sole control of the Governor, il wouhl 
seem janper that the Service should be recruited aiul eouirollc’tl 
1}y the Governor acting in his discretion, 

2o. Existing service rights of present members of the aliove- 
mentioned Services woukl be preserved under the Oonstiiiition Act, 
subject to a few inevitable changes of which an exaniiile is that 
persons appi')iiiter1 by the Govarnment of India would on truiisIVr 
to service in Burma cease to be liable to dismissal by the 
Govenior-Ueiieral and lieeome instead liable to dismissal by the 
Governor of Burma. The principal changes of Ibis kind are 
indicated against notes in the Proposals. Persons api'jointcd in 
futm’e liy the Secretary of State to the Services wdiicli ivoulfl 
replace the Indian Civil Service and the Indian Police wmihi 
enjoy the same rights ns persons appointed by the Socuntary 
of vState to the Indian Civil Service and the. Indian Police 
before the Oonstitrition Act comes 'into force, -except that in 
the first instance tlie rigliFto retire under the regulaiioas for 
, premature 'retirement wouidpin the case .of officers recruited 
after the' inaugnraiion of the new’-Oonstitution, .extend only to 
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NOTE.— T/ie use of italics in the following proposals 
indicates a divergence from the proposals of the Indian White 
Paper {Chid. 4268 of 1933). 

THE PROPOSALS. 

General. 


Nu7nbers of 
corresponding 
proposals in 
lfi§ian White 


!• The general principle iindeiiying all these p.roposals is that 1 
all powers appertaining or incidental to the government of the 
territories for the time being belonging to Bis Majesty the King 
in Burma and all rights, authority and jurisdiction possessed in 
that country —w^hether flowing from His Majesty’s so\ereig'niy 
over the Province of Burnia, or derived from treaty, grant, usage, 
sufferance or otherwise in relation to other territories — are vested 
in the Crown a.iid are exercisable by and in the name of the Khig. 


3* .77ie territories belonging to His Majesty the King in Bwrnui ■will be 
declared to he those lohich at the date of coming into force if the Act co^n'- 
siUnte the Frovmce of Burma in British India* Tlie date of tJie 
corning into force of the Act will bo fixed by Royal Ih'ociannation, 

3. Pi vvision vjill he made to eweept Bivrrna fro-m the dejln/itimi of 

Colony^’' in the Inierpretalion 

4* *Pro€‘isiou vrill he made for the continuance, in force, until repealed 
hff cornpdenl eudlwrUg, of all iaius of the Ibirluiment of the United 
Khigdom which at present (ipplg to Burma as part of British Indkf, of 
lanes of the Indian Legiblafitre wkic/i apply to Burnia, and of hnrs passed 
by the criMing Burma Legislature, together until the body of rules, notifi- 
cations mid msirudions issued under these hues, 

5. It will he declared that all rights and obligations under inter rmliorial 
treaties,. ^invent ions or agreements ivhi eh before the eommencenienl of the 
Constitution Ad -were binding upon Burma as part of British Imlm 
shall continue to be binding upon tevj 

The .Executive. 

6. The e.xecutive authority in Burma, ■ including the supreme 6 
conimaiid of the Military, Naval and Air Forces in .Burma, rvill be 

^ The object of pi'oposals 3 mi. 4 is to ensure that all iegisiation aiai 
regulations which at present apply to Burma as part of British India still 
continue to apply to her, ami to prevent the separation of Burma from, Briilsh 
India from bringing her within the ambit of Inipei’Ial laws |)asBed witli 
reference to Oulonies’his defined in the interpretation Act, 388^h i,e. 
part of His Majesty’s Dominions exclusive of the British Islands and of British 
India.” See paragraph 9 of Introduction. ' ' y,;;,., 

X A similar provision is to be found in section 14B (!) of the South Africa 
Act. Whether or not such a provision is necessary or desirable in the Indian , 

Constitution Act, it seems clearly desirable In.the'caue of a separated Burma, ".'■"'•hr ' 
to make it clear beyond cknibt, on the lines of proposal 4, that all obligations 
hitherto binding upon Burma as part pf British India shall continue to apply 
to her unless and until abrogated by competent authority. 
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. exercisable, on tlie King’s -belialf hj a , .Governor holding : office ' 
xlnriiig His Majesty’s pleasure, ^ who will also he Gommcmder--m~ Chief 
. iUl executive acts .will Tun' in. 'the name of tlie .Governor. . . - 

. ' 7, The, Governor' will exercise the .powers, coiiferincl iip.o,ii. liiiii;. 

: By 'the .Constitution.' Act as, executive head' in .Biiima. and;' siicli 
'..powers of His Majesty (not being powe.rs inconsistent ' with /the 
'.'.provisions of the Constituti.on Act) as His Majesty may be pleased ; 
by 'Letters Patent constituting the office of Governor .to assig,ii to ' 
''.',him',. ' . In exercising all These powers the Governor wdll , act, ,. in.;:.' 
accordance with an Instrument of Instructions to be issiied.To him 
by the King. . . 

8. The draft of the Governor’s Instrument of Iiistructioiis 
(including the drafts of any ainenchneiits thereto) will be laid 
before both Houses of Parliament, and opportunity will be 
provided for each House of Parliament to make to His Majesty 
representations for an amendment, or addition to, or omission 
from, the Instructions. 

9. The Governor’s salary wdll be fixed by the Constitution Act, 
and all other payments in respect of his personal allowances, or of 
salaries and allowances of his personal and secretarial staff, will 
be fixed by Order in Council ; none of these payments will be 
subject to the vote of the Legislature. 


Hand 
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The Working of the Executive. 

10* * * § The Governor will himself direct and control the adminis- 
tration of certain Departments of vState — namely, Defence, External 
Affairs, Ecclesiastical Affairs — and also the affairs of the areas 
named in Schedule A to the Constitution Act,^ and monetary policy, 
currency and coinage.^ 

* Tlie Indian "VYMte Paper proposes to continue tlie separate appointment 
o£ a Comniander-m- Chief in India. No corresponding appointment se'ems 
either necessary or desirable in the case of Burma, in view of the smaller size of 
the military forces concerned. But it is thought desirable to invest the 
Grovemor witb the title of Commander-in- Chief to emphasise the fact that the 

execxitive military power is vested in him. 

J Bee pjiragraph 18 of the Introduction. 

§ In the case of the Indian Pedera-tion it is proposed to transfer the whole 
subject of Pinance to the charge of a responsible Minister, bnt subject to the 
prior establishment and sxiccessful operation of a Reserve Bank and subject to 
a special responsibility laid upon the G-overnor-Cxenerai for the i:>reseiwation 
of the financial stability and credit of the Federation. There is no proposal to 
set up a Reserve Bank in-. Burma, 'In the case of Burma it is proposed, 
subject to a special resppnhibility-pf the same kind as that it is proposed to 
impose upon the Goveimor-General 'In India, to transfer the general subject 
of Finance to Ministerml-'€pntrol,:but to reserve Monetary policy, currency 
'and coinage’* to the Governor as a;departinent in his sole charge (assisted by 
‘ a Financial Adviser^). IV Is, 'however,- proposed that, for some time to come, 
Burma sliould continue withln:-the',,Ih4i^n currency system. 
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' 11« ..III tlie aclmiiiistration. .of' :t.hese''Besen?'ed Departments^ tlie 
Governor will be assisted by one or more Counsellors, not 
exceeding three in luimber, who will be appointed by the 
Governor, and %vhose salaries and conditions of service will be 
prescribed by Order in OoiinciL .0/ these Counsellors one may, 
the discretion of the Governor, he appointed to he Financial 
Adviser , ' ■ ■. 


12, For the purpose of aiding and advising the Governor in the 
exercise of powers conferred upon him by the Constitution Act, 
oilier than powers connected with the matters mentioned in 
Tiaragrapli 10, and matters left by law to his discretion, there will 
be a Council of Ministers. The Ministers will he chosen and 
summoned l)y the Governor and sworn as Members of the Council 
and will hold oflice during his pleasure. TJie persons appointed 
Ministers must be, or become within a stated period, members of 
one or other Chamber of tlie Legislature. 


13. In his Instrument of Instructions the Governor will be 
enjoined inter alia to use his best endeavours to select his 
Ministers in tlie following manner, that is, iu consuliatiou with 
the person wdio, in liis judgment, is likely to comnuuid the largest 
following in the [.egislaiure, to appoint tiiose persons wlio will 
best be in a |vjsi1ion collectively to command the eonliderice of the 


Legislature. 


14. The II, limber of Ministers and the amounts of their 
respective salaries will be regulated by Act of the Legislature, 
but, until the Legislature othenvise determines, thei;r miniber and 
their salaries ivill be siicli as tlie Governor determines, subject to 
limits to be laid ilown in the Constitution Act. 

The salary of a Minister will not he subject to variatiun during 
his term of office. 


15. The Governor ivill, whenever he thinks lit, prcsi^le a,t 
meetings of his Council of Ministers. He "will also be aulhoriHeil, 
after consul latioii with Im Ministers, to make at his discrelion any 
rules which he regards as requisite to regulate the disposal of 
Goveriiraeot business and the procedure to bo observed in its 
conduct, and for tlie transmission to himself and to li, is Counsellors 
in the Reserved Departments, and to 'the 'Financial Adviser, of 
all such inforinatioii as he may direct. 


16# The Governor will be' empowereds at Ms' discretion, after 
consultation with Ministers, Jopappoiiit a 'Financial Ailviser to 
assist liim,' and also to advise Ministers on matters regarding 
which they may seek his advice;.' ‘Th6‘'Fmaneial Adviser will be 

mm /rAydArk: A'}:!, r - , o i ' 
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responsible to the Governor and will liold offic^^ during pleasure ; 
Ills salary and conditions of service will.. be fixed bj^ the Governor 
ill liis /discretioii,^ subject to the vote of the 

Legislature, 

17, Apart from his exclusive, responsibility for the Heserved 
Departments (proposal 10), the Governor will be declared to 
have a ‘‘ special responsibility in respect of — ^ 

(a) the prevention of any grave menace to the peace or tram 
qiiillity of Burma or any part thereof ; 

(l>) tlie safeguarding of the financial stability and credit of 
Burma 

(c) the safeguarding of the legitimate interests of minorities ; 

(d) the securing to the members of the Public Services of any 

rights provided for them by the Gonstitution Act and 
the safeguarding of their legitimate interests ; 

(e) the prevention of commercial discrimination ; 

(/) the administration of the areas named in Schedule B to 
the Constitution Act.J 

(g) aiyy matter which affects the administration of any 
department of government under the direction and 
control of the Governor, 

It will be for the Governor to determine in his discretion whether 
any of the “special resj)onsibilities ” here described are involved 
by any given circumstances. 

18* If in any case in which, in the opinion of the Governor, 
a special responsibility is imposed upon him it appears to liiin, 
after considering such advice as has been given him by his 
Ministers, that the due discharge of his responsibility so requires, 
he will have full discretion to act as he thinks fit, but in so acting 
he will be guided by any directions which may be contained in 
his Instrument of Instructions. 

19* The Governor in administering the Departments under his 
own direction and control, in taking action for the discharge of 
any special responsibility, and in exercising any discretion vested 
in him by the Constitution Act, will act in accordance with such 
directions, if any, not being directions inconsistent with anything 
ill his Instructions, as may be given to him by a princiijal 
Secretary of State. 

20* Tbe Governor’s Instrument of Instructions will accordingly 
contain inter alia provision on the following lines : — 

“ In matters arising in the Departments which you direct 
and control on your own responsibility, or in ^natters the 

See pai^agraphs 2&'atxd''47, of the Inti'oduetioii in the Indian White 
Paper. ■ / /' ; ;• ; ’ , q,;. 

^ - J See paragraph l8 of 'Introdmetion. , 
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deteriiiinatioii of wliicli is by law committed to your discretion, 
it is Our will and pleasure that you should act in exercise of 
the powers by law conferred upon you in such a manner as 
you may judge right and expedient for the good goreriiTrient 
of Burma, subject, howevei‘, to such directions as you may 
from time to time receive from one of Our principal Seci’etaries 
of State. . 

“ in matters arising out of the exercise of powers conferred 
upon you for the purposes of the government of Burma other 
Irian tliose specified in the preceding paragraph it is Orir 
ivill and pleasure that you should, in the exercise of the 
powers by law conferred upon yoti, he guided by the advice 
of your Ministers, unless so to he guided would, in your 
judgment, be inconsistent with the fniiilment of your siiecial 
responsibility for any of the iiuitiers in respect of wliicli a 
special responsibility is by law coriunitted to you ; in which 
case it is Our will and pleasure that you should, notwith- 
standing your Ministers’ advice, act in exercise of the poweiis 
by la^v conferred upon you in such manner as you jmlge 
requisite for tlie fulfilment of yoni* s]>eeial respoiisibilities,, 
subject, however, to such directions as you may from time U) 
time receive from one of Our principal Secretaries of State.’' 


2L ^ 

the (Jo 


d.'im Legislature.^' 

Gmcml. 

L'he Legislature will consist of the King, represented l)y 
mrnur, and two Oluimliors, to he styled the Senate and ilie 


llouse of Mepresentatives, and will I>e summoned, to meet for 

The prciposals for the eoustitation of tho Legislature an:* niodeiltnj 
closely on. those :for the Indian B'eile:ral Legishiiure, hut it is not possible 
for them to coivespoud exactly. Buck minor dilTeren(?es as are siiugi^sted 
rest on the conclusioiis of the Burma Bound Table Cunference or upon 
the a.dvieeof the (Tovernruout of Burma. The reason for these dilTerenees 
is that the circumstances in Burma ditfm* from those wliich exist in 
India. lu the Hrst phtce, the tiomnuiHal pu’obleFu in the Indian sense d<jes 
not exist in Oiu-nja, and apart from special pixivision for ilm rcs-namalde 
I'e presentation of certain weli-deliiied minority coouiuinities siich as the 
Indian aaiil Eiiropeum, it is proposed that members of the Lower Ohamber 
in. Burma should be elected by general ■ constituencies on a eomnion 
franchise. Beeoiidhs there sire no States, to whicli special represimtation 
ill the Legislature requires to be given. Jt is proposetl that the Upper 
Chamber in .Burma slKuihi lie constituted as to half of its *16 memlierH by 
election by the Lmver Chamber and that the x^eiuaitiing half should eonsist 
of noii-otiiciala mjiniiiated by the Oovernor in his discretion, with tin,* 
object of making the Upper Chamber as far, as possible •fully re|nvsent- 
tative of tlie interestH of dJjfr.rimfc. sections of the population (proposal 25). 
Tdie Goverimieiife o:f Biirniu. advocate -a miuhoiim age .limit of 25 foi* 
membership of the Burma Senate, but' as a limit of - 30 .has lunm propt^sed 
lor Second Chambers in the Indian ..'PTOvmces proposal 26 tna’kes no 

. ; - -/.Jr- ■ ^ g, . _ _ p • ‘ Ifiontmued mi nmi fmp, • 
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tKe first' time 'not later than' a date to be speeilied in the Proclama- 
: tioii 'wliicli' fi a date: for the coming' into force of the Act. 

: ' Every Act of the Legislature will be expressed as having been 
enacted . by the ■. Governor, by and with .the consent, of, both 
: ' .Chambers. 

[M- ':'' Power to sninmon, and appoint places for the meeting of, 

the Cliainhers, to prorogue them and to dissolve them, either 
separately or simultaneously, will be vested in the Governor at 
his discretion, subject to the requirement that they shall meet at 
least once in every year, and that not more than 12 rnoritlis shall 
intervene hetween the end of one session and the coinmeiicement 
of the next. 

The Governor will also be empowered to summon the Chambers 
for the purpose of addressing them. 

24 23. Each House of Representatives will continue for five years 
unless sooner dissolved. Ah term ‘will he fixed to the life of the 

Senate,. . , 

25 24. A Member of the Council of Ministers will have the right to 
speak, but not to vote, in the Chamber of which he is not a Member. 

A Counsellor will be ex-officio an additional member of both 
Chambers for all purposes except the right of voting. 

The Composition of the Chambers, 

26 25. The Senate will consist, from the Governor’s Coun- 
sellors, of not more than 36 memhers of whom 18 will he elected hif the 
House of Ilcpresentatims and 18 {%oho shall not he offieials) will he 
nominated hi/ the Governor in his discretion, 

27 26 . A member of the Senate will be required to be not less than 
(30 or 35) years of age and a British subject, and to possess certain 
prescribed property qualifications, or to possess qualifications to 


Continued from previous pagGS 

suggestion. It is also proposed that, subject to the Cxoveinor’s power 
of dissolatioxi in exceptional circumstances, the life of the Upper Cliamber 
should not be subject to termination (^proposal 23), Some device is, how- 
ever, required to ensure that it remains in touch with, public opinion. It 
is therefoi'e proposed (proposal 28) that one-quarter of the members should 
i^etire every Wo years. 

The only other point of difi*erence in. this connection from the Indian 
, proposals is that in the case of Burma it is proposed (proposal 37) that 
the powers of the two Chambers should be eutirelv equal except for the 
vesting of Supply in" the Lower Chamber alone, while in the case of the 
Indian Federal Legislature not only Supply, but also the initiation of 
Money Bills, rests with the Lower. House alone, subject, as regards. 
Supply, to a'^powc’^ in the Upper Chamber, if a mothm to that efiect is 
moved on behalf of _ Government, of requiring a Joint Session to be called 
if it disapproves of a redaction.; or rejection of any Demand by the Lower 
vGhamherr'' - ' 




be prescribed b}?* tlie Governor with a ' view to conferring qualiii- 
catioii upon persons who./ liave' , rendered .distinguished public 
service. 


27. [f the seat of a Senator becomes vacant. Iris place will be 
filled either by election .by the House of Representatives or by 
lioinioation by the Governor, according to the method by which 
he had himself obtained his seat. 


28» Oiie-ciuarter of the Scncdors will I'ctire at the qf every 

period of km years, this quarter heiny composed alferuately of one-lad f 
of the 7io‘niuiaUiI a7id onedudf of the elected members; the first 

quarter to retire to consist of rumiinated tmmhers. The select iou of those 
Senators udio are to retire at the exjyi/raUon of the first t wo 'periods of two 
years after the first snmrnoniny of the Senate to be dMerniined by lot, 
{Subject to the above arnmyements the tenure of seats to be for eight years). 


29. The House of Representatives 'will consist, apart from the 
Governor’s Ooirnsellors, of [ 133 ] viemhers, of wkomAld iidll he ekd 
to represent general constituencies and 14 elected to repvesetd specml 
camUtamides. 


30. A member of the House of Representatives wnll be 
to be not less thaii Ifil yea,rs of age and a British Bul^joci. 


vacancies in the House of Representatives will be 
same inetliod as tliat followed in th.e case of the 
' vacating luember. 


32, E very member of eit.her Chamber will be required to make 
and su!:)scribe an oath or aQirmation in the following form before 
taking lus seat 

‘'I, A, B,, having been — a iriernbor of this 
^ iiominatecl 

f : j. solemnlv swear (or ailinu) that 

House ot Representatives " ■ ^ 

I wdll be faithful and bear true allegiance to His Majesty the 

King, His heirs and successors, and that I will faithfully 

discharge the duty upon which I am about to enterT 

33* The following disqualifieatiouB will be i)?escribed for 
membership of either Chamber 

(/i) in tlie case of elected qnembei^ or of members noiniiiated 
by the Governor,- the lidding of any oHtce of proOi 
' ■ ■ under the Crown other than, that of Minister ; 

' {h) a declaration of imBoundnesB, ,o{ -mind by a competent 
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(c) lieiiig an undisclmrged iDanknipt ; 

■ (d) c(3iivictiGii ^ of / offence -of corrupt practices or .otker. 

election offences ; 

(c) ill tlje case of a legal practitioner, suspension from practice 
by order of a competent Court ; 

but provision will be made that the last two 
disqualifications may be removed by order of the 
Governor at his discretion ; 

(f) liaving an undisclosed interest in any contract with tlie 
Government; provided that the mere holding of 
shares in a company will not by itself 'involve this 
disqualification. 

84. A person sitting or voting as a member of either Chamber 
when he is not qualified for, or is disqualified from, membership 
will be made liable to a peiialti^ of in respect of each day 

on whieli he so sits or votes, to be recovered in the High Court by 
suit instituted with the consent of a Principal Law Officer of the 
Government. 

35, Subject to the Uules and Standing Orders affecting the 
Chamber there will be freedom of speech in both Chambers of 
the Legislature. No person will be liable to any proceedings in 
any Court by reason of his speech or vote in either Chamber, or 
by reason of anything contained in any official report of the 
proceedings in either Chamber. 

36. The following matters connected with, elections and electoral 
procedure, in so far as provision is not made by the Act, will be 
regulated by Order in Council : — 

{a) The qualifications of electors ; 

(5) The delimitation of constituencies : 

(c) The method of election of representatives of minorities 
and other interests ; 

id) the filling of casual vacancies ; and 

(e) Other matters ancillary to the above ; 

wdtli provision that Orders in Council framed for these purposes 
shall be laid in draft for a slated period before each House of 
Parliament. . 

‘ For matters other' 'than, 'tire above connected with the conduct 
W'mf elections the 'Legislaturb will be empowered to make provision,, 
by Act. ^ But until' the '-Legislature otherwise determines, existing '* 
, laws, or rules, including- TheVlaw .or rules providing for the 
' ' 'prohibition 'and \ punishment,- of ; corrupt practices or election 
offences and for determining -the ' decision of disputed elections, 
will remain in. subject, however, to ..such modifications or 





adaptations to be made by Order in Council as may be required 
in order to adapt their proYisions to the requirements of the new 
Constitution. 


Legislative Povcedv/re. 

37. Bills may be introduced in either Chamber. 

88. The Governor will be empowered at his discretion, but 
subject to the provisions of the Constitution x\ct and to his 
Jnstrninent of Instructions, to assent in His Majesty’s name to a 
Bill which has been passed by both Chambers, or to witlihold his 
assent, or to reserve the Bill for the signification of the King’s 
pleasure. But before taking any of these courses it will he open 
to the Governor to remit a Bill to the Chambers with a Message 
requesting its reconsideration in whole or in part, together wdth 
such amendments, if any, as he may recommend. 

Without prejudice to the provisions of proposal 40 no Bill will 
become law^ until it has been agreed, to by botli Cljainbers either 
without amendment or with sxicli arnendmeiits only as are agreed 
to b}^ both Chambers, and has been assented to by tlie Governor, 
or, in the case of'a reserved Bill, until His i\la 3 eBty in has 

signified his assent. 

39. Any Act assented to by the Gl-overnor will within twelve 
months be Bul)ject to disallowance by His Majesty in (Jonncil. 

40 . In fhe case of disagreement l)etween the Chambers, the 

Governor will be euipoxvered, in any case in which a Bill passed by 
o}ie GJiaml,)er lias jiot, within three months thereafter, been passed 
by t!ie otlier, eiilier wdthout amendments or with agreed 
amendments, lo siunmon the two CJiambers to meet in a joint 
sitting fur the ])urpose of reaching a decision on tlie Bill The 
members present at a Joint Session tvill deliberate and vote 
together upon the Bill in the form in wldndi. it finally leri tlie 
Cl'iamber in. wliieli it xvas introduced and upon amendments, if 
any, made therein by one Chamlier and not agreed to liy the other. 
Any such ameiulinents which are afiirnicd. by a majority of lh.e 
total number of members voting at the Joint Session 'will he 
rleemed to have been carried, and if the Bill, with the amendments, 
if any, so carried, is affirmed by a majority of the loemlierw voting 
at the Joint Session, it shall be taken to have been duly passed by 
both Oliambers. ■ ' * 

III the case of a Money Bill, or in eases xvhere, in tJie Goverm,w's 
opinion, a decision on the Bill cannot, consistently witli the 
fulfilment of his responsibilities for a Heserved Depart ineiUf*’ or of 
any of his special responsibiiitiesfbbe ,de.f6iT6d, the Gmenm: 
wdll be empowered in Im discretion, to-- sununon a Joint Session 
forthwdth. ' ■■ , '■ 

♦ /rhese responsibilities cover all matters specified in-prbposul lit 


' v4L In order to enable tlie Governor to , fulfil tlia responsibilities 
' imposed upon liim, personally for the ' administration of the Reserved 
/' Departments . and his '“ special responsibilities.jil. he' 'will, .he 
einpowered, at his discretion— ' 

(a) to present, or cause to be presented, a Bill to either 
Cliamber, and to declare by Message to both Chambers 
that it is essential, having regard to his responsibilities 
for a Reserved Department or, as the case may be, to 
any of his “special responsibilities,” that the Bill so 
presented shonld become law before a date specified 
in the Message ; and 

{b) to declare by Message in respect of any Bill already 
introduced in either Chamber that it should for similar 
reasons become law before a stated date in a form 
specified in the Message. 

A Bill which is the subject of such a Message will then he 
considei-ed or reconsidered by the Chambers, as the case may 
require, and if, before the date specified, it is not passed by the 
Uvo Chambers, or is not passed by the two Chambers in the form 
specified, the Governor will be empowered at his discretion to 
enact it as a Governor’s Act, either with or without any amend- 
ments made by either Chamber after receipt of his Message. 

A Governor's Act so enacted will have tlie same force and 
effect as an Act of the Legislature, and wfill he subject to dis- 
allowance in the same manner, but the Governor’s competence 
to legislate under this provision will not extend beyond the 
competence of the Legislatnre as defined by the Constitution. 

42* It will he made clear by means of the enacting words of a 
Governor’s Act, which wall be distinguished from the enacting 
words of an ordinary Act (see j)roposal 21), that Acts of 
the former description are enacted on the Governor’s own 
responsibility. 

43, Provision will also be made empowering the Governor in 
his discretion, in any case in which he considers that a Bill 
introduced, or proposed for introduction, or any clause thereof, or 
any amendment to a Bill moved or proposed, -would affect the 
discharge of lii& “ special responsibility ” for the prevention of 
any grave menace to the peace or tranquillity of Burma, to 
direct that the BiU, clause or amendment shall not be further 
proceeded with. 

'J^weedwe mik'fegard -ip Fimncidl Proposals, 

,44. A recominendatioii- of the. Governor will be required for any 
. proposal ill either Chamber; -of /the Legislature for the imposition 
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oi; taxation, for the appropriation of public revenues, or any 
proposal affecting the public debt, or affecting, or imposing any 
charge upon, public revenues.® 


45. The Governor will cause a statement of tlie estimated 
revenue and expenditure, together with a statement of all prox)OScils 
for the appropriation of those revenues, to be laid, in respect of 
every firianciai 3^ear, before both Cliambers of the Legislature. 


The statenient of proposals for appropriation will be so arranged 


as- 


(ai to distinguish between those proposals which will and 


those which will not (see proposal 47) be submitted 
to the vote of tlie Legislatiii-e, and amongst the latte.r 
to distinguish, those which are in the nature of standing 
charges (.for exa..inp]e, the items marked t in the list 
in proposal 47) ; and 

(h) to speci.fj separately those additional proposals (if any), 
whether under tlie Votaldo or non-Votable Headsy 
wliich the Governor regards iis necessriry for the 
discharge of any of his “ special resxjoiisibilities.” 


46. The proposals for the appropriation of revenues, otlier than 
proposals relating to tlie Heads of Expenditure enumeraled in 
l.niragiTiph 47, and proposals (if any) made hy tlie Governor in 
tliscinu'gc of liis special responsibilities, will be submitted in tlio 
form of Demands .for Grants to the vote of the .House of 
’liCpreBentaiives. The House of Representatives will be empowered 
to assent or refuse assent to any Demand or to reduce tlio amount 
specified therein, whetlier hy way of a general reduction of the 
total amount of the .Demand or of the reduction or omission of any 
speciiiic item or items included in it. 


47* Proposals lov appropriatioiiB of revenues, it they relate to 
the Heads of Expenditure enumerated in this paragraijh, will not 
be submitted to the vote of either Chamber of the Legislature, but 
will be open to (liscussioi.i in both CJiambers, except in the ease of 
the salary and allowances of the Governor, 


* Tins paragraph, represents t-lie eohatiintional prlneiple embodied in 
Standing Order t>C> of the House of -Oommons, which finds a place in prueticmlly 
every Constitution Act throughout the British Empire ■ 
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House, will no petition for any, sum relating to public 

service or proceed upoii any motion ' for ■•any grant, or charge upon the 
public revenue, whether payaMe-'Ont‘'of.’th0'eonsoH<lated fund or out of 
money to hq provided,,,by ' Parliament, “ -unlass recommended .from the 
Crownd’ . V : . ‘ ' ' % ' ' ' ' ' ' . - ' ' . - 


47 


49 
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Tlie Heads of Expenditure referred to above are 

(i) Interest, Sinking Fund Charges and other expeiiditiire 
relating to the raising, service and inanagemeut of 
loansj ; expenditure fixed hj or under tlie Constitution 
Actf ; expenditure required to satisfy a decree of any 
Court or an arbitral award. 

(ii) Tlie salary and allowances of the G oYernorf ; of 
Ministersf ; of the Governor’s Counsellorst ; of the 
Financial Adviser! ; of the Governor’s personal and 
secretarial staff and of the staff of the Financial 


Adviser. ■ 

(iii) Expenditure required for the Reserved De];)artments"'‘ ; 

or for the discharge of the duties imposed by the 
Constitution Act on a principal Secretary of State. 

(iv) The salaries and pensions (including pensions payable to 

their dependants) of J udges of the High Court! ; and 
exjjenditure certified by the Governor after consultation 
with his Ministers as required for the expenses of that 
Court. 

(v) Salaries and pensions paj^able to, or to the dependants 

of, certain members of the Public Services and certain 
other sums payable to such persons.! 

The Governor will he empowered to decide finally and con- 
clusively, for all purposes, any question whether a particular item 
of expenditure does or does not fall under any of the Heads of 
Expenditure referred to in this paragraph. 

48. At the conclusion of the budget proceedings the Go\^ernor 
will authenticate by his signature all appropriations, whether 
voted or those relating to . matters enumerated in jiroposal 47 ; 
the appropriations so authenticated will be laid before both 
Oliaiiibers of the Legislature, but will not be open to discussion. 

In the axjpropriations so authenticated the Governor will he 
empowered to include any additional amounts which he regards as 
necessary for the discharge of any of his special responsibilities, 
so, however, that the total amount authenticated under any head 
is not in excess of the amount originally laid before the Legis- 
lature under that Head in the Statement of proposals for 
appropriation. , . ■ 

The authentication of the Governor will he sufficient authority 
for the due apxrlication of the sums involved. 

49* The provisions of proposals 44 to 48 inclusive will apply 
•with the necessary' modifications to proposals for the appropriation 
of revenues to ■.meet'. 'expenditure' not included in the Annual 

^ 1,6. ull tfis matiefs specified in proposal 10* 

_ f,; >' III. 
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Estimates which it may become necessary 'to incur during the 
course of the financial year. 


Procedure in the Legislature, 

50. The procedure and conduct of business in each Chamber 
of the Legislature will be regulated by rules to be made, subject 
to the provisions of the Constitution Act, by each Chamber; but 
the Governor will be empowered at his discretion, after coiisuh 
tation w^ith the President, or Speaker, as the case may be, to 
rriake'xuies— d 

(a) regulating tlie procedure of, and the conduct of business 
in, the Chamber in relation to matters arising out 
of, or affecting, the adiniuistration of tfie Reserved 
Departirients, or any other special responsibilities with 
which lie is charged ; and 

''"'(h) prohibitiiig, save with the prior consent of the GoveTnor 
given at his discretion, the discussion of or the asking 
of questions on any matter affecting relations between 
His Majesty or lire Governor and any foreign Prince 
or State. 

In the event of cOiiili(*t between a rule so made by the Governor 
and any rule made i.)y the Chamber, the former will pievail and 
the latter will, to tlie extent of the inconsistency, be void. 


m 



E'liiergeacy Poivers uf the Governor in relcdion to Legislation, 

51. The Governor will be empowered at his discretion, if at 
any time he is satisfied lliat the requirements of the lieservtMl 
Departments, or any of the “special responsibilities'’ with which 
he is charged by the Constitution A(‘t render it necessary, to 
make and promulgate sucli Ordinances as, in Iiis opinion, the 
mrcinnstunces of the ease require, containing sucli provisions as 
it would have been e*ompetent, under tlie provisions of the 
Constitution Act, for the [jegislature to enact. 

An Ordinance promulgated under the ^ proposals contained in 
tins paragraph, will eontiiiue in operation for such period, not v 
6Xt»eedi.og six months, as may be specified therein ; the Governor 
tvill, however, have power to renew any _ Ordinance for , a second 
period not exceeding six months, but in that event it will be laid ' 
before both Houses of Parliament. , - 
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*■ Some pro visioiL will also '-oa 'ImeB'of'-propoFal ,109 of the 
Indian White Paper, • having duo' i?egard. 'to the fact that the areas in Burma ' "lA 

which will oomapoiid'-Th fixdnded and Partially Exelnded Areas in India *' .;'Vh; ' V 
may require slightly ditemt’iraatmeni _ ’ ^ ^ ‘ ' - - fo. ‘ ’ 






All . Ordinance will tlie same force and effect, wliilst in 

operation, as..an' Act of the Legislature hut every such. Ordinance, 
wiil be subject todhe: provisions: of the Constitution 'Act, relating 
to disallowance, of Acts and will be subject' to withdrawal at .any,, 
tiiiie .by the Governor. ,. 


52* In addition to the powers to be conferred upon the Governor 
at his discretion in the preceding paragraph, the Governor will 
further be empowered .if his Ministers are satisfied, at a time when 
the Legislature is not in session, that an emergency exists -which 
renders such a course necessary, to make and iDroinulgate any such 
Ordinances for the good governmeiit of Burma, or any part thereof, 
as the circumstances of the case recxiiire, containing such provisions 
as, under the Constitution Act, it wwild have been competent for 
tlie Legislature to enact. 

All Ordinance promulgated under the proposals contained in 
this paragraph will have, wj^hile in operation, the same force and 
effect as an Act of the Legislature, but every|such Ordinance — 

(a) will be required to be laid before the Legislature and will 
cease to operate at the expiry of six weeks from the 
date of the reassembly of the Legislature, unless both 
Ghamhers have in the meantime disapproved it by 
Resolution, in which case it wall cease to oj)erate 
forthwith ; and 

(h) will be subject to the provisions of the Constitution Act 
relating to disallowance as if it were an Act of the 
* Legislature ; it will also be subject to withdrawal at 
any time by the Governor. 


Provisions in the event of a Breahdovm in the Gonstitution, 

53. The Governor will be empowered at his discretion, if at any 
time he is satisfied that a situation has arisen ivliich renders it for 
the time being impossible for the Government to be carried oti 
in accordance with the provisions of the Constitution Act, by 
Proclamation to assume to himself all such powers vested by law 
in any authority in Burma, as appear to him to he necessary for 
the purpose of securing that the Government shall be carried on 
effectively. ' 

A Proclamation so issued will have the smiie force and effect 
as an Act of Parliament; will be coimimnieated forthwith to a 
Secretary of State and'^ laid' before Parliament ; wall cease to 
• operate at • the 'expiry toft unless, before the expiry 
j)f^that period,; it' has 'beten" approved by Resolutions of both 
'Houses , of 'Parliament;', .and /may at any time be revoked by 
,ReBolutionB by both Houses: -of Parliameiii ■ m 
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Potvers of the Legislature, 

34. Subject to any special j^uovisions that may be made in respect ^^/pinais^ll^l^to 
the areas to be named in Schedules to the Constitution Act, the Legislature il8 of the 

uriU have poicer to mxihe laws-- Jndian White 

^ ^ Paper. 

(a) for all persons, cotmdsj places mid things within the territorw 

for the time being belonging to His Majesty in Burma ; and 

(b) for all subjects of His Ma/jesty and servants of the Oroian in 

Burma hid without and beyond the territories for the time 
hemg belonging to His ALajesty ; 

(c) for all subjects of His Majesty being of Bur man domicile ‘Without 

and beyond the confines of Burma; w)M 

{d) for the raising, maintaining, disciplining and rcgviatwg oj 
oficers^ sailors, marines, soldiers, airmen and folknvers in his 
Majesifs Bur man forces, wherever they are serving^ in so far 
as they are not subject to the Nmml DiscipjLine Act or the 
Army Act or the Air Force Act or to any similar law 
enacted by the competent authority in India. 

The power to make laws as above will include the power to repeal or 
amend kms enacted, before the separation of Burma from India, by the 
Indian Legislature or the Provincial Legislature of Burma. 

55* It will be ouIb’kU) the eoinpeience of tiie Le- 4 (iB!uture to HO 
make any law aiTeeiiniic tlio iSovereigri ‘or tJie Ro^'aJ I'ainily, the 
aovereigiity or dominion of the Crown over any pai't of Bnnna or 
the law of liritiBii nationality. It will siiniJarly ]ioi l)e competent 
to make any hiw affectiiis: the Naval Discipline Act, the Army Act 
and the Air Foive Act, err any similar laics enacted hgihe cornpeteni 
in India. li will also he provided that all authorities in 
Bnnua shall give full effect to such Indian laws in resiwct of 
persons in Ijurnui to whomthey apply. Neither will the Legislature 
be able to amend the Constitution Act except in so hr as tlie Act 
itself provides. 

56. Subject as above, the consent of the Governor, given at his H§ 
<]iscreiion, will be required to the introduction in the Legislature 

of legislation whieli repeals or amends or is repugnant to any 
Act of Parliamejit extending to Burma, or any Governor's Act or 
Ordinance''" or which. aifecAs any Department or mattej- restan'ed 
for the control of the Governor, or religion or religious rites and . 
usages, or the procedure regulating criminal proceedings against 
European British subjects. 

57. The giving of consent by the Governor to the introduction 121 , 
of a Bill will be without prejudice to his power of withholding his 

assent to, or of reserving, the Bill when passed ; but an Act will ' ^ , 

not be invalid by reason only that prior consent to its introduction ’-■" / ' 

* A Governor’s Oniinanee --for, tlie purpose of tMs proposal mmm an ’ v’ ' 
Ordinance as clesorifoad in proposals 51. mi 52. y , ^ ^ 
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was not given, provided that, it was duly assented to hj tlie 
Governor/ or hy His' Majesty in the case of Bills reserved for His 

; , ' V 

1S2 58, The Legislature will have no power to make laws subjecting 

V in Burma any British subject (including; companies, partiierships 
or associations incorporated by or under any law in force in Burma), 
in respect of taxation, the holding of property, the carrying on of 
any iDrofession, trade, business or occupation, or the employment 
of any servant or agent or in respect of residence oj* travel within 
the boundaries of Burma, to any disability or discrimination based 
upon his religion, descent, caste, colour or place of birth ; but no 
law will be deemed to be discriminatory for this purpose on the 
ground only that it prohibits either absolutely or with exceptions 
the sale or mortgage of agriGultural land in any area to any 
person not belonging to some class recognised as being a class of 
persons engaged in, or connected with, agriculture in that area, 
or which recognises the existence of some right, privilege or 
disability attaching to the members of a community toy virtue of 
some privilege, law or custom having the force of law. 

A law, however, which might otherwise be void on the ground 
of its discriminatory character will be valid if previously declared 
by the Governor, at his discretion, to be necessary in the interests 
of the peace and tranquillity of Burma or any part thereof. 

133 59 . The Legislature will have no power to make laws subjecting 

any British subject domiciled in the United Kingdom (including 
companies and partnerships incorporated or constituted by or 
under the laws of the United Kingdom) to any disability or 
discrimination in the exercise of certain specified rights, if a 
Burman subject of His Majesty or a company, &c., constituted by 
or under the law in force in Burma, as tlie case may be, would not, 
in the exercise in tlie United Kingdom of the corresponding right, 
be subject in the United Kingdom to any disability or discrimina- 
tion of the same or a similar character. The rights in question 
are the right to enter, travel and reside in any part of Burma ; to 
hold x^voperty of any kind ; to carry on any trade or business in, 
or with, the inhabitants of, Burma ; and to appoint and employ at 
discretion, agents and servants for any of the above purposes. 

Provision will be made on the same lines for equal treatme-jit 
on a reclpTOcal basis of ships registered respectively in Burma 
v; and the United Kingdom.-' 

6{}„ B will he 'Hiemarp to mndder % 0 heiher the principles miderhjmff. 
' ''-'''pTopoml 59 should he adopted ''as fetmen Burma and India, 
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61. All Act of the Legislature, however, which, with a view to 
the encouragement of trade or industry, authorises the payment 
of: grants, bounties or subsidies out of ^public funds, will not be 
iield to fall within the terms of paragraphs 58 and 59 by 
reason only of the fact tliat it is limited to persons or companies 
resident or incorporated in Burma, or that ifc imposes on jiersoiis 
or companies not trading in Burma before such Act was passed 
as a coiiditioii of eligibility for any such grant, bounty or subsidy, 
that a company shall be incorporated by or under the laws of 
Burma, or conditions as to the composition of the Board of 
Directors or as to the facilities to be given for training Burmaris. 

63. Provision will require to be made in regard to the regis- 
tration ill Burma of medical practitioners registered in the United 
Kingdom and in India. (See footnote to pi’oposal 123 of the 
Indian White Paper.) 


124 



//'b: ^O.bPllAKGlAL:"PoWERS :AND ■RELATIONS.'; 

Froperiy, Contrar.U and 

63. All legal proceedings wliii-h may be at j)resent. instituted 130 
by or against the Secretary of State in Council in respect ol; 
matters in or coiieerning Ijunna, will, subject to tho reservations 
spoeilitnl Ijelow, be inslimted by or against the Government of 

liiiniKi. . , 

64. ArriiiiyentCidti v:tll he made, for ihi drier iivimtion of an equitable 
dUfiihutinn helu'ien India and JJvrma of assets tnid- Mahilitles eriduuj at 
the lime of eonviny into force of the Ad ; and f rotidon ivilt he made 
in the Act to aim staivJory effect to such dMerminedkm ami to such 
ayreements an may he made ilieveiinder hy the respective Governrnenh of 
the two aamtnes, 

I'he pnqMmtls eemfetiued in paraymphs 133 and 134 of the Indian 
}Vhlte Paper wUf if ad.optnf hate the effect of ma/bitaininy as apnnd 
the Secretary of dtate for India remedies wkkh before the Act miyht have 
been enforced ayainst the Secretary of State in Goaml.f hath as rcyards 
■mailers arlslny in India, and. matters arising in Ihirma, Froriduai mif 
the-re/orc, be made iu the distrihniion of assets mid liabilities referred to 
ahotc for the detemnmiaHirn^ m between the rmennes of Imlla itml- a/- 
Burma^ of the ■uifmiafc luibilUy in respect of mek matters; and the 
Seerckiry of Stale will be given power to secMte ihfr iMpkmenting of any 
judgment or mmrd ayaimi him in respect of a 'matter aridmy in IkcmiL 

65. Subject to the agreed disirihtdmn provMed' for in the prceedim/ Ml 
•paragraph, all properly in Bnrmwwhiili'im.medmtdy before the •date of 

ihewmmig iodo fom qf the Ael-was tmteA in IJis Jiqjcsiy ' •' 

jor • the purposes qf the government ofindm wUIhe imted in His Majesiy , 
jor ths purpmes of the government of 
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Existing '/.powers of- the 'Secretary of 'State in , Goimcil iii'- 
relation to property allocated under paragraph 64 and in relation 
to the acquisition of property and ' the 'making of contracts will 
be transferred to . and. .become powers of the Governor. All 
contracts, &c., made under the powers so transferred will be 
expressed to be made by the Governor and may be executed and 
made in such manner and by such person as he may direct, hat 
no personal liability will be incurred by any person making or 
executing such a contract, 

67. The Secretary of State will be substituted for the Secretary 
of State in Gouncil in any proceedings instituted before the 
coiTimeiicement of the Act by or against the Secretary of State in 
Council. 


Statidory Railway Board. 

68. Provision will be made for vesting the management of the 
railways in Burma in a Statutory Railway Board constituted on 
lines analogous to those of the corresponding body to be set up 
in India. 


Borrowing Powers. 

146 69. The Government of Burma vrill have power to borrow for 
any of the purposes of the government of Burma upon the security 
of the revenues of Burma within such limits as may from time to 
time be fixed by law. 

147 70 . Arrangements will require to be made to secure that Burma 
sterling loans shall be eligible for Trustee status on appropriate 
conditions 


General. 

150 71 * Provision will be made securing that the revenues of Burma 

shall be applied for the purposes of the government of Burma 
alone. 


' The High Court. 

168" The existing High Court established by Letters Patent will I 

;G'’;A/dj3e'Biaintained. / •• ' '' ‘j; 

'169 The Judges of. the. High ‘Court will continue to be appointed 

/ by His Majesty and' will - hold /office during good behaviour. The '1| 

: tenure of office of any Judge will cease on his attaining the age of '| 

, ; . 62 yearSj, and any Judge may resign his office to the Governor. 


74. Tiie ^qiialificati^^ appointinent;' as^' Chief.'; J or 17§ 

Judge will reiiiaiii as at prese except that any person qualified 

to be a' Jiidgu will be/ eligible'' as Chief Justice, 
and that /the existing ' provision, ;Avhich ; requires' .that one-third 
of t’he Judges must be luirristers or 'members of ' the Faciiltw of 
Advocates in Scotland and that one-third must he members of the 
Iiidiaii Civil Service, will he abrogated, 

75. TJie salaries, pensions, leave and other allowances of 171 
lufigns of the High Court will be regulated by Order in Council 

but neither the salary of a Judge nor his rights in respect of 
Ituvo of al>BencG or ]:)ension will be liable to l)e varied to his 
disarlvantage during Iris tenure of office. 

76. The power to appoint temporary additional Judges and to 173 
fill temporary vacancies in tlio High Oonrt will be vested in the 
Governor in liis discretion, 

77. Sulqect to any ];)rovision which may be made by the 173- 
Legislature the High Court will have tlie jiuisdiction, powers and 
antbority vested in it at the time of tlie (mnnnencenient of the 
Constitution Act. 

78. The Legislature will Iuiyo xmwcr to regulate the powers of. 175 
superintendence evoreised l')y the High Court over suijordinate 
'Courts',.''' " 

79. As ■frf/fitrk appuifk to the Kim in Council^ Huhject always to (he right 
of 11 is M^ijesty to grant special leave, existing rights of appeal ivill he 
prt'xvfSii aral in ajlition ton apoecd will lie without learn front the High 
(fotni to the Pei eg Gou^neil in any matter inmlmng the interpretfd.ion of 
the (Amstit/uMon Aei> 


The Secretary of State’s Advisi'ces. 

89, The Secretary of State will be empowered to appoint two jyg 
persons {of whrnn utie inust have held ojfice for at least 10 gears 
under the Crown iti Biirnia) for the purpose of advising him. < 

81. Any perst;m so appointed will hold oHiee for a term of five 
years, will not be eligible for reappointment, and will Jiot be 
capable, wliiie holding his appointirient, of sitting oj* voting in 
Parliament. 

83. Th,e salary of the Secretary of Statens acUdsers will he 17g ' 
,,:tt ,,,, ,, , ury dcdmy..eal.fio.muno.n.iea. provid.ed.^...by..l\m^ 

83. The Secretary of State will determine thebnatters upon 'J 7 g . 
wdiieli he ' will consnlt' I'lis advisers, 'and ' W'iil be at Hberty to seek' 
their advice, either individually- qr ’ together, , on- any matter. 

But BO long as,a:S6oretary of State 'remains the’ authority cliarged 
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by the Constitution Act with the control of any members of the 
Public Services in Burma he will be required to lay before his 
advisers sitting jointly with the advisers, provision for whose 
appointment is made in proposal 176 of the Indian White Paper, 
and to obtain the concurrence of the maprity of the body so 
formed to any draft of rules which he proposes to make xuider the 
Constitxdioii Act for the purpose of regulating conditions of service, 
and any order which he proposes to make upon an appeal admissible 
to him under the Oonstitiition Act from any such member. 




ififtti 
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TiaE Public Services. 

General. 

180 84, Every person employed under the Crown in Burma will he 
given a full indemnity against civil and criminal proceedings in 
respect of all acts before the commencement of the Constitution 
Act done in good faith and done or purported to be done in the 
execution of his duty. 

181 Every person employed in a civil capacity under the Ci^own 
in Burma will hold office during His Majesty’s pleasure, but he 
"tvill not be liable to dismissal by any authority subordinate to the 
authority by whom he was appointed''" ; or to dismissal or reduction 
without being given formal notice of anj^ charge made against 
him and an opportunity of defending himself, unless he has been 
convicted in a criminal Court or has absconded. 

(a) Persons aiopointcd hj the SeG7'etary of State m Council he fore the 
commencement of the Constitution Act, and persons to be apjoointed hj 
the Secretary of State thereafter. 

182 86 . Every person appointed by tlie Secretary of State in 
^ Council before the commencement of the Constitution Act will 

continue to enjoy all service rights j)ossessed by him at that date 
or will receive such compensation for the loss of any of them as 
the Secretary of State may consider just and ecpritable. The 
Secretary of State will also be empo^vered to award compensation 
in any other case in which he considers it to be just and equitable 
that compensation should be aw^arded. 

A ailinmary of the principal existing service rights of persons 
.. .. appointed by the Secretary of State in Council is set out in 
Appendix ! (Parti),, These rights will be in part embodied in 
the Constitution Act and in part provided for by rules made by 
the Secretary of State.-. ■ g 

Note. — An appeal to the Governor-General of India 

will in fuitLTG lie direci to tke Secretary of State. 

^ Persons’ appointed ‘ by the _ Governor- (Siieral or " by the (iovernor- 

„ ' General in ^Opuncil-'and'ti^nsferred^ permanently for service in Burma will 
- be liable to dismissal by, the; of Burma, and persons appointed 

' ‘ by subordinate anibdritiey: in,.-. India, and similarly transferi^ed will be 

: liable to dismissal by’abkboidti^Cin-Bux'ma of coxTesponding stains. 



87. Tlie Secretary of State will after the commenceiiient of the Act Igg 
■make appointments to the Services which will replace the Indian. 

Civil Service and the Indian Police in Burma'*" and the Ecclesiastical 
Department. The conditions of service of all persons so appointed, 
including conditions as to pay and allowances, pensions and 
discipline and conduct, will be regulated by rules made by the 
Secretary of State. It is intended that these rules shall in sub- 
stance be the same as those now applicable in the case of persons 
appointed by tlie Secretary of State in Council before the co.ni- 
niencement of the Act'. 

88, Every person appointed by the Secretary of State will 184 
continue to enjoy all service rights existing as at the date of his 
apnointinent, or will receive such compensation for the loss of any 

of them as the Secretary of State may consider just and equitable. 

The Secretary of State will also be empowered to award compem 
sation to any such person in any other caise in which he considers 
it to he just and equitable that compensation should be awarded. 

89* The Secretary of State will be required to make rules 185 
regulating the number and character of posts to be held by 
persons appointed by the Crown, l)y the Secretary ot‘ State in 
Council or by the Secretaiy of State, and p.rol.ii biting the iilling 
of any post declared to l)e a reserved post otlumwise than by* 
the appointment of one of tliose persons, or the keeping vacant of 
any reserved post for a period longer than, three months without 
the previous sanction of the Secretary of State or save under 
conditions prescribed by liim. 

90* Conditions in regard to pensions and analogous rights will 186 
he regulated in aceorciaiiee with the rules in force at th.e date of 
the Constitution Act, and the Secretary of State will have no 
power to make any amending rules var 3 dng any of these eo]Klitions 
so as to affect adversely tlie pension, &c., of any person appointed 
before the variation is made. An awaxd, of pension less than the 
maximum pension admissihle will require the consent of tlie 
Secretary of State. The i^^ensions of all appointed before 

the commencement of the Constitution Act will be exempt from 
Burma taxation if the ])ensioner is reBidi.ng pennanently outside 
Burma. The pensions of persons , appointed by tbe Secretary of 
State or by the Crowni after that date will also be exempt from 
.Burma taxation if the pensioner is residing permanently outside 
'Burma. ,, ,,, ■ 

9L The existing rule-making powers'. o,f the &cretary of State 187 

' ''in Coimeii willcoritiniie to be'exereisexl b^’^Tbe-'^Secretaiy (tf^'S 

ill respect of persons appointed by-,,iIie'''Seer6l.aiy of State in 
Council or to ha appointed ,by the ■ Seeretarj^-' of State until Ills 
Majesty bj^ Order in Council made/pn, an. Address. of both Houses 

^ See Iiitroinetlon, paragriph 19.',. 
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of Parliament designates another authority for the purpose. Any 
rule made hy the Secretary of State will require approval as 
specified in proposal 83, unless and tmtil both Houses of 
Parharaent hy Resolution otherwise detei’mine. 

188 92. Provision will be made whereby any person appointed by 

. the Crown who is or has been serving in Burma in a civil capacity 

and any person who, though not appointed by the Secretary of 
State in Council before the commencement of the Constitution Act 
or by the Secretary of State after its commencement, holds or has 
held a post borne on the cadre of the Indian Civil Seiwice may he 
given such of the rights and conditions of service and employment 
of persons appointed by the Secretary of State in Council or by 
the Secretary of State, as the Secretary of State may decide to he 
applicable to his case. 

189 93 . A. statement of tlm vacancies in, and tlie recruitment made 
to, the Services and Departments to which the Secretary of State 
will appoint after the conimencement of the Constitution Act will 
be laid annually before both Houses of Parliament. 

A statutory encjuiry will be held into the question of future 
recruitment to the Services which will replace the Indian Civil 
Service and the Indian Police after a period to be determined.'’'' 

""The decision on the results of this enquiry, with which the 
Government of Burma will be associated, will rest with His 
Majesty’s Government, and be subject to the approval of both 
Houses of Parliament. 

(b) Perso7is appointecl or to he appointed otherwise than by the Secretary 
of ^tate in Gouncil or the Secretary of State, 

190 94* The Government of .Burma will appoint and, subject to the 
following paragraphs, determine the conditions of service of all 
persons in the service of Govex*nment other than persons appointed 
by the Crown, by the Secretary of State in Council, l)y the 
Secretary of State, or hy the Governor in discharge of the responsibility 
imposed upon him under th&piwposah contained in paragraph 10. 

95. Provision will be made for the eompidsory transfer to the service of 
the Government of Burma of persom reeridted hy the Government of India^ 
before the commemement of the Constitution Ad for service in Bimna 
alone, 

191 96t Every person in the service of the Government of Burma at 
the CO inmen cement of the Constitution Act, and all pe^^sons in the 
service of the Government of India at the date of the commencement of 

. I the Burma Constitution Aet and tramf erred thereafter to that of the 
Government of Burma, will continue to enjoy all service rights they 
enjoyed at the date of such transfer. A summary of the principal 
existing rights is set out in\ Appendix I (Part II). 

^ See pa^graph IS of Introduction. 

'I See pamgmph of Introduction. 
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NoTE.—i'^i the case, of persoyis transferred from the service of^ the 
(Jovernment of India to that of the Government of Burma, appeals luill in 
future lie only to the appropriate a'ldhority in Burma, 

m. No person appointed by an authority other than the 182 
Secretary of State in Council who was serving in Burma in a 
civil capacity before the comnien cement of the Constitution Act, 
and m person in the service of the Government of India at the date of the 
Cimimenmment of that Act and transferred thereafter to service in Burma, 
vrill have liis conditions of service in respect of pay, allowances, 
pension or any otlier matter adversel}^ affected, save by an 
authority in Burma competent to pass such an order on the 
Stli i\[arcii 1926 or with the sanction of such authority as the 
Secretary of State may direct, 

98. No rule or order of the Government of Burma affecting 19S 
emoluments, pensions, provident funds, or gratuities, and no order 
upon a memorial will be made or passed to the disadvantage of 

an olTicer appointed to a Central Service, Class I or Class II, or to 
a Borina Provincial Service, before the commencement of the Act, 
without the personal concurrence of tlie Governor. No post in a 
Service which replaces a Centra! Service, Class T or Class IL or 
in any Service re])lacing‘ a ihovincial Service shall be brought 
under’ reduction if siuh reduction would adversely affect any 
person who, at the commencement of the Constitution Act, was 
a member of lliose Services, without the sanction of the Governor 
or, in the case of any person appointed by the Crown or by the 
Secretary of State in Council, of the Secretaiy of State. 

99. Every person, whether appointed before or after the 194 

eommencemeni of the Constitution Act, who is serving in a civil 
capacity in a -wliole-tinie permanent appointment, will be entitled 

to one appeal against any order of censure or punishment, or 
against any order affeedng adversely any condition of service, pay, 
allowances, or pension, or any contract of service, other than an 
Order made by the Government in the case of officers serving 
under its control. 

(c) PuUie Service Commission, ■ . 

100* There will be a Public Service Commission for Burma, 197 
The members of the Public Service OommiBsion will be appointed 
by the Governor, who will also determine at; his discretion their 
num'ber, tenure of office, and conditions of service, including pay, ’ 
allowances, and pensions, if any. The Chairman at the G^i)iratiou 
of his term of office 'will be ineligible for further office under 
the Crown in Burma. The eligibility of- the/hther^nieinbers for 
tether employment under the Crowii in Burma will be subject to 
regulations made by the Governor* v ■ 


' 1®1.' Tlie emoiumeiits .of 'the nieinbers' of .tlie Piiblie.. Service 
';0OMDiissioii will, not.: be subject to the vote, of. the Legislature;,;: Iv!: 

102. The Public Service Commission : will conduct all/ com 
petitive examinations held.' in 'Burma for .appointments to the 
Government service. The Government will be required, to consult 
it on all matters relating to methods of recruitmeut, on 
appointments by selection, on promotions, and on transfers from 
one service to another, and the Oonimission will advise as to the 
suitability of candidates for such appointments, promotions or 
.transfers, , ■ 

103. The Government will also be required, subject to such 
exceptions (if any) as may be specified in regulations to be made 
by the Secretary of State or Governor, as the case may be, to 
consult the- Public Service Commission in connection with all 
disciplinary orders (other than an order for suspension) affecting 
persons in the public services in cases which are submitted to 
the Government for orders in the exercise of its original or 
appellate powers ; in connection with any claini by an officer 
that Government should bear the costs of his defence in legal 
proceedings against him in respect of acts done in his official 
capacity ; in eonneetion with any claim hy an o fleet that he has 
suffered loss of rights existing at the date of his transfer to service 
under the Burma Government ; and in connection with any other 
class of case specified by regulations made from time to time by 
the Secretary of State or Governor as the case may be. But no 
regulations made by the Governor will be able to confer powers 
on the Commission in relation to any person appointed by the 
Secretary of State without the assent of the Secretary of State. 

104 . The Government will be empowered to refer to the 
Commission for advice any case, petition, or memorial if they 
think fit to do so ; and the Secretary of State will be empowered 
to refer to the Commission any matter relating to persons 
appointed by him on which he may desire to have the opinion of 
the Commission. 
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AP}?EFDIX I 


, ; ;(Paet I.) 

List of. .p^incvpal existing Bights of Officers appointed hy the Secretary of 
State in Gotmdl. 

XoTLG. — 111 the case of sections the reference is to the Governinent of India 
Act, and in the case of rules to rules made under that Act. 

1. Protection from dismissal by any authority subordinate to the 

anpointiiig authority (Section 06 h (1)). 

2. Piiight to be heard in defence before an order of dismissal, removal 

01 * redaction is passed (Ciassihcation Pule 55). 

S. Guarantee to persons appointed before the commencement of the 
Government of India Act, 1919, of existing and accruing* rights or 
compensation in lien thereof (Section 96 b (2)). 

4. Regulation of conditions of service, pay and allowances, iiieladiiig 

Burma, allowance, and discipline and conduct, by the vSecretary of 
State in Council (Section 96b (2)). 

5. Power of the Secretary of State in Council to deal with any case in 

such maimer as may afipear to him to lie just and equitable not- 
vvithstaiiding any r Liles made under Section 96b (Section 96b (5)), 

6. Xon-voi ability of sa.laj*ies. pensions and payments on appeal (Sections 

67a (3) (iii) ami (iv) and 72 d (3) (iv) and (v)). 

7. The 'rc{[!u remen t that rules under Part VII- A of the Act shall only 

be made witli tbe concurrence of tlie majority of votes of the 
Council of India ( Seel ion 96 El). 

8. ilogulation of the right to pensions and scale and conditions of 

pensioiis in accordaMce with the rules in force at the time of the 
passing of the Government of India Act, 1919 (Section 96ii (3)), 

9. — (i) Reservation of certain posts to members of the Indian Civil 

Service (Section 98). 

(ii) Appointment of persons who are not members of tlie ludiaii 
Civil Service to offices reserved for members of that service only to 
be made suliject to rules made by the Governor- General in Couiicdl 
with the approval uf the Secretary of State in Council (Secti{>n 99), 
or in eases not covered by these rules to be pi’ovisional until 
approved by the Secretaiy of State in Council (Section 100). 

10. Determination of strength (including number and character of 

posts) of All India Services by the Secretoy of State in Council, 
subject to tempm*ary adilitions by the Governox'-Geneml in Council 
or Local Government (IThmifi'catiou Rules 24 and 10). 

11. Provision that posts borne bn the cadi»e of .AILIndia Services shall 

not be left iinfilkn'l for more than three, months without the 
sanction of the Bccretat*y^ of State in Council (Olassitication 
Rule 25). / ■ , . ^ ; 

12. Appointment of anyone wdio is 'not a member ,pf mi India 

Sei'vice to posts borne on ; 'the cadre of Buch a Service only to he 
made with the sanction of the Secretary of State iu' Council, save , 
as provided by any law or by rule or orders made by the Becivtaiy"’. 
,> of Btato in Obuncii (ClasBiticatioa Eal0'27). 
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13. Sanction of the Secretaiy of State in Coiiiicii^to tlie modification 

of the cadre of a Central Service, Glass I, wbicli would adversely 
aifect any officer appointed by tbe Secretary of State in, Ooimcii, ■ 
to any increase in tbe number of posts in a Provincial Service 
w'liicli would adversely affiect any person who was a member o! 
a corresponding All-India Service on 9tli Marcb 19*26, or to tbe 
creation of any Specialist Post wdiicli wmnld adversely affect 
any member of an All-India Service, tlie Indian Ecclesiastical 
Estabiisliment, and tbe Indian Political Department. (Provisos 
to Classification Rules 32, 40 and 42.) 

14. Personal concniTence of tlie Governor required to any order 

aifecting emoluments, or pension, any order of formal censure, or 
any order on a memorial to the disadvantage of an officer of an 
All-India Service (Devolution Rule 10). 

15. Personal coiiciirrence of tbe Governor required to an order of 

posting of an officer of an All-India Service (Devolution Rule 10), 

16. Right of complaint to tbe Governor against any order of an official 

superior iu a Governor’s Province and direction to tbe Governor to 
examine tlie complaint and to take such action on it as may .appear 
to biin just and equitable (Section 96b (1)). 

17. Right of appeal to tbe Secretary of State in Council, (i) from any 

order passed by any antliority in India, of censure, witliliolding of 
increments or promotion, reduction, recovery from pay of loss 
caused by negligence or breach of orders, suspension, removal or 
dismissal, or (ii) from any order altering or interpreting to bis 
disadvantage any rule or contract regulating conditions of service, 
pay, allowances or pension made by the Secretary of State in 
Council, and (iii) from any order terminating employment other- 
•wise than on reaching tbe age of superannuation (Glassification 
Rules 56, 57 and 58). 

18. Right of cei'tain officers to retire under the regulations for premature 

retirement. . 


(Part II.) 

Lisi of ’principal existing Mights of Persons appointed hy Autdiority oidier 
than the Secretary of State in Council. 

Note. — -In tbe case of sections the reference is to the Government of India 
Act, and in the case of rules to rules made under that Act. 

1. Protection from dismissal by any authority subordinate to the 

appointing authority (Section 96jb (1)). 

2. Eight to be beard in defence be'fore an order of dismissal, removal 

or reduction' is passed, subject to certain exceptions (Glassification 
Rule 55). 

3. Regulation of the strength and conditions of service of the Central 

Services, class P'and class n,.bj the Governor- General in Council 
and of Provincial, •Services;,, by Local Government subject, in the 
case of the latter^; to the provision that no reduction which 
, ■ ( adversely affects a.’persoh.'who was member of the Servicemen the 
9tk March ’1926''Bhbiiid baymafe without the px'evio'us sanction of 
the Goverhor-Ganaml'- in -/Council (Classification Rules 32,33,36, 
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4. Personal conoiirrence of tlie Governor required to any oi*der affecting 

eniolnnients or pension, an order of formal censui'e, or an order on 
a nxeiiiorial to tlie disadvantage of an officer of a Provincial Service 

(Devolution Rule 10). , . 

5. Right of o^ppeal from any ordei‘ of censure, witiiliolding of increments 

or ]n.'ornotion, reduction, recovery from pay of loss caused hy 
negligence or breach of orders, suspension, removal or dismissal, 
and any order altering or interpreting to his disadvantage a rule 
or contract regulating conditions of service, pay, allowances or 
pension, and in the case of subordinate services tlie light of one 
appeal against an order imposing a penalty (Ciassificatiou Rules 56, 
:57,';5aand'54^^^^ : 

(Paet hi.) 

Ron- Yota BLE Balariks, c%o. (Civil). 

The salaries and pensions of the followdrig* classes of persons are non- 
%n)table : — 

(а) persons appointed by or with the apiproval of His Majesty or by 

the Secretary of State in Council before the coinmencemeiit 
of the Constitution Act or by a Secretary of State thereafter; 

(б) persons ap|)ointed before the first day of April 1924, by the 

Governor-General in Council or b}' a Local Governtnent to 
Services and posts classified as superior; 

(o) holders in a siil)sta,niive capacity of posts borne on the cadre of 
■ the ''Indian Civil Service ; P 1 
(cl) meinbers of the Public Service Commission; 

(e) lujlders in a substantive capacity before the commencement of the 
Constitution Act of posts in an Indian Central Service. 

Tlie following sums payable to such persons fail also under item (v) of 
paragraph 47, 'namely':”-".' 

Sums payable to, or to the dependants of. a person who is, or has been, 
in the service of the Crown in Burma under any Order made by the 
Seeretar^^ of State in Couneii, by a Secretary of State, by the Govenior- 
Gencral in Council, or by the Governor of Burma upon an appeal preferred 
to him in pui'snanee of Rules made under the Constitution Act. 

Poi* tlie puT'yjosea of tlie propo.sals in this Appendix the expression 
^‘ salaries and pe.nsion.s'’ will be dehned as inedading remuneration, 
allowances, gratuities, contributions, whether hy way of interest or other- 
wise, oni- of the revenues of Burma to any Provident Euud or Family 
Pension Fund, and any othet* payments or emoluments payable to, or on 
account of, a person in respect of his office. ■ . 
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APPEIS^DIX II. 

(See paragraph 18 of Iiitrodiietion.) 

Pboyisional List of Areas to be included in Schedule A and 
Schedule B to the Constitution Act. 

Schedule A. 

District Area 


1. Federated Shan States ... Northern Shan States, 

Southern Shan States. 

2. ikrakan Hill Tracts ... Arakan Hill Tracts (late Hill District of 

Arakan). 

3. Chin Hills... Chin Hills (incincling the Pakokkn Hill 

Tracts). 

4. Myitkjina Myitkjina Kachiii Hill Tracts. 

Mogaring Kachin Hill Tracts. 

Kamaing Kachin Hill Tracts. 

Saddn Kachin Hill Tracts. 

Htawgaw Kachin Hill Tracts. 

Putao Sub-Division (late Putao District). 

5. Bhanio ... ... ... Sinlum Kachin Hill Tracts. 

Shwegu Kachin Hill Tracts. 

6. Upper Chind win ... ... Soinra Tract. 

Klanti State. 

T haungdn t S tat e . 

7. Katha ... ... ... Katha Kachin Hill Tracts. 


Schedule B, 

1. Myitkyina ... ... Other than the Hill Tracts specified in 

item 4 of Schedule A. 

2. Blianio ... E^rclusive of the Hill Tracts specified in 

item 5 of Schedule A. 

3. Upper Chind win ... ... ' Homalin Sub-division and the Tanin 

: - Townsliip of the Mawlaik. 

'4 Salween '.-X ' , ' , ' 
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MEPORT OF THE COMMITTEE OM IMDmM 
RESER¥B BAMK LEGISLATION 

Me^^iorandum by the Secret aby of State for India, 


The Federal Structure Sub-Committee of the First Eoiind 
Table Conference recommended that, with a view to ensuring 
confidence in the management of Indian credit and currency . . . 
efforts should be made to establish on sure foundations and free 
from any political influence, as early as may be found possible, a 
Eeserve Bank, which will be entrusted -with the management of 
the cnrrenc}^ and exchange/’ In the course of the discussions of 
the Third Eound Table Confei’eoce I undertook that representative 
Indian opinion wnuld be consulted in tlie preparation of proposa/s 
for the establishment of the Reserve Bank, includiijg those 
relating to the reserves. In accordance with this undertaking a 
Committee was appointed to advise the Government of India and 
myself on the subject of the required legislation. 

The ' Committee, "which sat '"in:;"^Iu:]y,;--;haa;;":^ submitted, .' its: 
Report. The prime purpose of the Report is to facilitate the 
drafting of the Reserve Bank Bill which will, in all probability, 
be submitted to the Indian Legislature in the course of September, 
with a view to its jiossible passage into law later in the year, 

I present the Report to the Committee because of its 
connection with the proposals relating to financial responsibility 
in tl)e White paper (see paragraph 32 of the Introduction). 






],. It was reGomn-ieBcled ' by- tlie Jederai btructiire Sub- 
of the First Round Table Conference that, “with a 
view lo caisiiring eoiifidence in the management of Indian credit 
and ciiriency, . . . efforts slioidd be made to establish on sure 
foiiiidalif5ns and free from any political influence, as early as may 
he foniid possible, a Reserve Bank, which will be entrusted with 
the management of the currency and exchange.”- The Financial 
Safeguariis Counnittee of; the Tliird Round Table Conference 
nH'unnnmidcd diat steps should be taken to introduce into the 
Indian I.egislaUii’e a Reserve Bank Bill conceived on the above 
lines as soon as possible.”! Report of that Coinmittee 

it was also placed on record that “The Secretary of State 

i.iriderf.ook that representative Indian opinion would be consulted 
in the preparation of proposals for the establishment of . the' 
Reserve Bank including those relating to the reserves.” The 

p)*esent Committee has been set up in pursuance of that 

undertaking. 

2. We understand that the Bilk, when drafted, is to be placed 
Imd'ore the prasent Indian Legislature with a view to its being 
brought into force lufl'ore the expiry of the existing Constitution. 
Ti'io provisions of the Bill, therefore, will have to be designed to 
tit in wiili the existing Constitution, hut in discussing them we 
liave kept in view the conditions contem]flated under tl)e new 
Federal Constiluliori and endeavoured to frame proposals on lines 
which will require tlie minininm of adapUitiori to those conditions, 

A cnmplieaiion arises from the uncertain fuiui'e, of Burma. We 
have, hmvevm', assumed that Burma, if separated, vflli eontiiuie to 
utilise ihe imliau currency system, and that no material changes 
in the Reserve Bank Act will be reepdred. 

3. We fully accept the principle that t!)e Reserve Bank should 
be free from atiy political influence. The best device wliicli 
the prmflicxil experience of otlier eouutries has evolved for 
achieving this 'object ^ is that the capital of the Bank should be 
I'loh! by ju’ivate sbarelioMers,! and we recommend that this plan 
should be a(loj)ted;ln''the, case ofTndia. 

^ 4 , 111 fbrmuktiiig a' scheme for, the cormtitiitioii of the Board of 
Direclom, we have borne in’ mind the importance of securing the 


* Becuiki Report of tte Fedeml ‘Stnietare Siib-Coaimittee, paragraph 18 . 
t of the Oomwisttee on i’inaheial Bafegaaifls, paragraph 4 . 

Bahadmr Rm-StonvDasyecokts'his view that the'" Bank should 

' lie Staten) w lied*’ , , ' ■ '■ ■■ . 
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represeiitatioii of the economic life of India as a wliole, while at 

the same time gnarding^ against undue influence in the affairs 

of tlie Bank 1 ) 3 ’' sectional interests, acquired through the co.iiirol 

of voting power. ^ The proposals below are designed to fiillil 

these aims, but their efficacy wdll depend in the first jiJace u]>nii 

proper restrictioii of voting power. We ])ropos(‘ that the 

deno,rriination of the shares should be Rs. 500. On tins basis 

wm recoramend that the minimum voting qualification shoidd bo 

two shares, Avliieh must have been held for at least six munilis, 

and tliat the maximum iuiml)er of votes that may be exereisi-.l lyy 

any one sliareholder should he ten. If such a limilalion is 

imposed on voting power -we do not think it necessary to place 

any restriction on the amount of capital to 1.)e held by any one ; 

shai'eholder. Such a restriction would pLaee undesirable obsuu.des 

in the way of free marketing of the shares. 

The Board of the Bmih, 

5. We consider that theBoa-rd should Ijo as small as praeticablc 3 . ' I 

The majority of tlie Board of Directors should in oar o'l'tinioii 
derive tlieir mandate from the shareholders. We do not 5 

recommend that any special provision should be made for the < 

representation on tlie Board of commercial bodies as such* ^ ■tel 
In view, Jiowever, of the fact tlial in the jjadicular eireum- 
stances of India election may fail to secure the representation ' v I 

of some important, elements in the economic* life of the c*, mm try, 
such as agricultural interests, wc recommend that a miimrily of J 

tlie Board should be nominated 1)3' the Governorddenmnl in I 

Council under the present Constituliou and by tlie Covei’iiof" I 

General at bis discreiion und.er the new Constitution, it being ^ I 

understood that tins, power would be exercised to :redreBs any | 

such deficiencies* We agree, generally that the Board should I 

be constituted as follows : — ' ' ' ' I 

8 Directors repit^senting the shareholderB ; ^ / I 

4 I)irectors nominated by the Goyernor-Qeneral in Council ; . . • d' I 

1 Governor. ^ ' d-.'' ' ;| 

1 Deputy-Governor (or two, if two are appi>inie»i), with iiu -P’ ' | 

voting power ■_ w ■ , k ■ , , ,-;y' ; *;(r-d' ; I 

1 ollicer of Government with no voting power. ’ k /a . ' . 

We eoiiteraplate that the Goveriior would ordinarily attend all ^ 
meetings of the Board, but if he is unable to do bo on anyq)ariieular ' 

occasion wc consider that his vote should be exercised i.*y a _ ' 

Deputy-Governor autiiori sed by hint to act as Ms' su bstitute. " 

' ^ Some Bioaibew of the Committee think that the Bepupr Governors ■- G 

shouM .Imve full votiiig power* ■ _ . ^ '‘k'k. ■' k" ' ’! 

B3S6db;;_:^,.y;dyr;k , ■ ■ I td ' ■' ■ ; B % kk;d:k ; , ^ , 
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;;6. The jiliin wliicli we recommend for tlie appointment of 
Directors to represent the shareholders is set forth in the next 
paraipnph. It involves the division of India (including for this 
purpose Burma) into five “areas”; the election, by the share- 
I'.olders resident in each area, of members of a I>ocal Board; and 
the soieclion by the latter, from among themselves, of Directors 
to rcpi-eseiii. Ilie respective areas on the Central Board. 

7. In Appendix II will he found, in tabular form, our proposals 
for the gcograpliical division into areas, and for the allocation 
arming ilieiu of seats on the Central Board, and the initial 
ailocation of share capital. It is suggested that Bombay should 
be llic headquarters lor the Western area (two seats on the Central 
Board/, Calcutta for the Eastern area (two seats), Delhi for the 
Nortliern area (two seats), Madras for the Southern area (one seat), 
and Rangoon for the Burma area (one seat). (The number of 
Local Boards for this purpose should not he capable of increase.) 
The electoral scheme in the 1928 Bill provided for the inclusion 
of all the Indian States in the “Delhi Area.” We consider, 
however, that the States sbould for this purpose fall into their 
natural geographical divisions, and our proposals, shown in detail 
in Appendix if, have been made on this basis. We propose that 
live nietnbers should be elected to each I.ocal Board by the 
shareholders “i-esident” in the area according to the definition 
given in clause 4 (4) of the 1928 Bill. The members so elected 
shoulil a])]toint, from among themselves, the Director or Directors 
to represenl tiie area on the Central Board. Provision should be 
made to enable a snbstitiilo Director to be appointed from and by 
SI Local Bosu'd in case a Director representing it is unable to 
attend a particular meeting. 

8, Chuisc (i of the 1928 Bill provides for the opening of offices at 
the lieadcjiiarters of the five areas which we propose. We observe 
that this clsuise as it slamls would oblige the Bank to establish 
a bi'anch in Ijoudon. We understand that it is the recognised 
practice of Central Banks to conduct their operations in another 
country through the agency of the Central Bank of that country. 
Wo do not. consider that the Board sliould be precluded by statute 
f,mm following this practice. We therefore recommend that the 
words “ and Imndon ” should be omitted from danse 0, the effect 
of vyhich will be to make the, establislunent of a London branch 
optional . Should the .Bank arrange to employ the Bank of 
England us its agent in Iiondon, we contemplate that the 

,y arrangement would be reciprocal and that the Bank of England 
would employ the Resei’ye ; Bank as its agent in India. 

9. Apart from , tkeir'' functions in the machinery by which 
Directors arc, ,, appointed, tie Local Boards would have no 
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executive, duties, .except' sucli as"- may" be. delegated to ilierii by 
the Central Board. Otherwise, .they ■ be purely advisory 

bodies. In particiilai^ .they, niight play 'a' valuable part in the 
scrutiny of coniniercial paper,, .analogous, to the Iiiuctions of ilie 
discount couiuiittees established in Belgiiiui, Bulgaria, Ja[»ari 
and litliuaiiia. With a view to ensuring that all a|jproj)!hue 
interests, agriculture aud the Indian States in paiiic'idar 
are adecpiaiely represented, the Central ■ Board should ho em- 
powered to nominate to each Local Board not more lhan three 
additional members. These additional iiiembers shotsid !>e lui! 
members ol; the Local Board, except that 'tliey shouid iioi he 
eligible to be relumed as representatives of llio ari'a on the 
Central Board, nor to take part in the selection of sucii n^pre.-cn- 
tatives..,, ■ 

10. As regards the qualification of elected DirfElnrs, we 
consider a provision on the lines of sul>clanse 2 of clause li 
of the Bill of 1928 to be dewirabie. We would also -iirovide 
tliat within six months of tfieir appointment to tlic iLminil 
Board the four nominated Bireeiors must become posseshcd 
of the same share fiualiOealion as is prcsmllicd for Hinsdais 
elected by tin* sliarehoklers. We do not, of course, suggest 
that a share c|iialilication must be acrpiiretl by the CoYmitor, 
the- Depuly (revcnior or Coveriiors, or the ( Jovernmciit oilicer. 
We accept tlie disqualilicatioiis set out in clansr* 8 of the 
1928 Bill, to wdiicli, however, \vc -would add lusoivencyT 
We have <*oiisidered wliether the disqualilicatiou of Covcnmmeiil. 
officials slamld n[)ply also to officials (jf Indian States. Wc^ arc 
all agreed that, so far as elected members of Gentrui or l.oeal 
Boards are coru'crued, this disqualification should ap«ply, iutt as 
regards nominated directors, either on tlie CeutraJ or Lcxri! 
Boards, tlie Indian States representatives have pressed that an 
exeefitioii shouhl be made. Becogiusing that there might on, 
occasions be practical diOhuilfies in fiinling suitalile nomollicja.i 
reprrMmtat.lvcs of the Iiulian States, a majority of llse Coiamiiiee 
are prepared to recommend an exception in this case, provide(i 
that it shall not apply to officials of the Governnieut of India ieui 
to an Indian State. 

11. TIk) ip.ialiilcations and disqaalillcatioos appliejil)!e to 
inenihers of a Local Board, 'whether elected or nominaterl 
shouitl, suliject to what is said in paragraph 10 above, be the same 
as those applicable to the elected members of the Central Bimrti. 

12. We rcconimend, in order that the Reserve .Bank may bo 
■able to commence operaiions, that the first ' appointment of 

Directors should be niacJe d^y tlie/dloyantor-General in Council 
suitable arraogenients being 'made for ratirenxenfc in rotation. ^ ^ 
imi vp'P -.'pdv-: "■ 
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' ,:Ki TliO' nietliod of ..appointing, the GlovernGr^ is a' matter , of . 
■ the iiigliest. im.portance. .It is . essential, that this ,.ofB.cer should 
comiTiand general confidence, both in Iridia and • abroad. ' ' 
.As regards the appointment . of the Gtoveriior , .and Deputy 
Gforernor (or Deputy CToyernors), the .majo.rity of. the Coiiimittee 
hob] that the GoYernor-General in, his discretion should he the 
anlhorit}^ when the. new Constitution conies into force. 
Those who were of this opinion' felt no doubt th.at befo.re making ■ 
these a])p(iiutments the Governor“Geiie.ral would ascertain the 
views of the lloai’d of the Bank. A ininority of the Committee 
however, hold that these appointments should be made by the 
Board of Ihreetors, subject to the approval of the Governor- 
General. An attempt to harmonise these views was made by 
proposin,g that the existing provision of the Imperial Bank 
constitution should be followed in drafting the Bill, and that the 
Governor and Deputy Governors sliould be appointed by the 
Gloveriior-General after consideration of the recommendations of 
the Board of the Bank. This solution, as a compromise, was 
acceptable to all members of the Committee except four. 

Share Capital and Share Registers. 

14. We recommend that the original share capital of the 
Bank should be Rs. 5 erores, divided into sliares of Rs. 500 
each, which should be fully paid ; that tlie initial allocation 
as l)el:ween the five areas should be on the lines indicated in 
Appendix il ; ihat a separate shai-e register should be maintained 
in earl i of t lie five areas : and that sl.iares shioiild be transferable 
from one register to another, so that there would be a free market 
io them, but shareholders should only he entitled to vote in 
respect of the areas in which tliey are resident. 

Structure of the Bank. 

15. ^ Tlie two previous Bills provided for separate Issue and 
Banking Departments^ as in the case of the Bank of England, and 
we iimlerstarid that this provision has met with general approval 
in India. W'e recommend that the new Bill s'hould be drafted 
on tliis basis. , ■ w : . / 

[Business 'of the 'Bank. 

. We approve generally’ of, the provisions of clauses 17 and 
18 of the Bill of 19^8,- but we' eonsiider that some extension may 
■be reciuired, tp/puahted.the ^Iniliaii, States to participate in the 
Reserve Bank^ Spheme,' and 'detailed suggestions of this nature 
are ineludeddu' Appendix :L ^ ‘ ' 
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17. The Banking Enquiry Gonimittee recoirnTieiided'"* that 
addiiioiiaj. provision shoiild - be- made enabling the Bunk to iriako 
loans and advances on the security of. moveable goods, wares, and. 
inerckaiidise-, as well as against the warehouse 'warraiils and 
warehouse receipts represenliiig such goods. Wo do not fee! alile 
to recommend any such provision, siiieo it would tend fr) render 
the Bank’s resources less llqind, ami might involve it in 
iindesirablfj cmnpcititioji with coinmercial banks, 

18. All important question arises in regard to elayse 18. Siiu^e 

tlie I-lilton Young (Jornmission reported and the prt'viuns DWh 
'were drafted, Central Banking 'practice, in other ( 30 u.nl ries lias 
devekqied in the clirection olmxiilising^o^^^^ o[)onilions to 

an increasing extent for the purpo..se of regulating (Ted it. Clause IS 
as it stands might be read as necessitating a meeting of tlic Board 
on each oecasum on which such- operations are rerfuired., Since 
action may be necessitated, for the purpose.' of regulating (credit, 
with a degree of urgency 'wliich d(ies .noti peTiiiit ]Tior eoiisnlta- 
tion with the Board, it should be made clear that the Board, is not 
precluded from delegating to llie Governor powers in this liehrdf 
ibiv.th:e,abovo-nie,.!j.tio.!.ied piirpose. .... . . ^ 

E.veliaHtje OhVhjations of the BanE 

19. Till? qiiestioiis wliich arise in eoimeetion with the e.s(ii'iang6 
obligatiuiis to 1)0 imposed on the Bank present speeiid dilliciilhy' 
ill existing cdrcirrnstaiiees. hi the ])revahmt slate rl' niunehiry 
disorganisation tlimughout the world, it is iiiqHj^'^illn fts 
incorporate ni tlie Ihli provisions whicli would nocessai’iiy he 
snitabl(3 when monetary systems generally ha\'e been re cast and 
stabilised, Jn these circumstanees we consider lin,it ilie only 
sound course for India is to remain on the sterling standard. 
On this basis the exchange obligations intmrporated In I lie. ihll 
must necessarily in accord with tlieg riipee-sterlirig ratio 
existing at the time whcni the Bill is introduced. 'Fids sialcaneiii 
dot^s imt, liowever, imply any expression of opinimi oo the part 
ui: the Coiiiuiittee on the merits or denieriiB of the presetit ratio. 
Hie ratio iirovisions in the Bill are designed to rinike it cic^ai* tlnit 
tliere will not lie any change in the de fuefo situa,fk»n l)y the 
more coming into operation of the Reserve Bank Act. 

xV considerable majority of the Indian Delegates feel it tlieir duty 
to reeorti ihoir view that a suitable exchange .ratio is one of tii.e 
es'soiitial facdorB' for the" Buccessful' working of 'the' Ih^^serve Bank.--- 
Th( 3 y point out that considerable changes liave oeciiircd in tlie 
ciirreney liases amJ policies of almost all the countries of I he world 

,.....‘^1 Report ..Iiiiiiaii ..C.eiitral ..B.a.HkiBg.,._,Ei.ii|iiiry ... Goiniiiitiee,, 4,^1,, 

. paragraph 607, : . , , , 
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in the last few years. lu their view it is for tiie Government of 
India iiad the Legislature to examine these and all other relevant 
considerations with a view to ensuring that the minimum possible 
strain is placed on the cun-ency system of India. 

\Vc are ail agreed that it should, in any case, he made clear in 
the Ih'cainblo that the whole question of the monetaiy standard 
l>e.«t suited to India will have to he reviewed when the inter- 
national monetary position has clarified itself and become 
suliieieritly stable to make it possible to frame more permanent 
provisions. 

2d. It will be necessary in the Bill to provide limits to the 
range of exchange iluctuations bj' prescribing upper and lower 
points at Avhich the Bank will be required to buy and sell on 
deiiiand sterling for immediate delivery. According to the 
practice noiv prevailing upper and lou'er points have in fact been 
retained as though the rupee was still on a gold basis. As 
the fixing of new points would in any case have to be on an 
arbitrary basis we recommend that this practice, to which the 
rniblic have become accustomed, should he continued. 


Aniit'ts and Liabilities of the Issue Depariment. 

21. The addition of 40 crores to the liabilities of the Issue 
Department foj’ the piirpsose of providing for rupee redemption 
rei:[niros reconsideration in Anew of the large return of rupees 
from circulation since the Hilton Young Commission reported and 
the indications as to the probable trend of the movement of 
rupees in and mu of circulation in the future. We recommend 
thai, as I ho future return of rupees over a series of years is likely 
to be cmisi(!efabl 5 i less than in the past few years, the rupee 
redemption fund should he dispensed with and in its j)lace the 
following scheme should he adopted: — 

(1) The amount of rupees transferred at the outset to the 

Bank should not exceed Rs. 50 crores. 

(2) Any surplus of rupees which this arrangement would 

enable Government to remove from the reserve shotrld 
, he held by Government in a separate account, the 

: silver being held as bullion, not as coin. Subject 

, V to further cohsideration by the Government of India 

g. any proceedsKfinom fhe realisation''* of such rupees 
, ' ; ‘ should not be used, except for the purpose specified 

Some of us wish to make it dear that in aeceptiag this scheme we do 
: not wish to be regarfed as endorsing any policy of selling silver. 
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(3) 111 any year in which the ininimmii holding of silver 

rupees by the Bank exceeded 50 crores of rupees or 
one-tenth of tlie total amount of the reserve, file Bank 
would have the right to make oA-er the ^Airplnh Ic* 
Governineiit to an amount not exceeding 5 cunres 
of rupees in any year, and Government would lio 
required to pay full value for tbeso i'lo iJm iwieui 
of 40 per cent, in sterling or other externa! assets 
acceptable to the Bank if the Bank so re(|uired, and if 
tlie Bank’s external assets at the time did not excised 
50 per cent, of its total reserve). 

(4) If in any year the Bank’s maximum holding feil liolcnv 

the amounts indicated above, Gov'erniueut Avorild 
similarly have the right to sell rupees to tiie Bank 
up to a maxiniiun of 5 crores in any one year. 

We observe in this connection that thoomhsion oi nny ]n*ovi'-ion 
for a specific rupee redemption -fund makes si ail iiie more 
necessary that the reserves of the Basik sliouid at tlie outset 
provide an ample margin over the statutory amount. Under the 
proviso to clasise 33 of the 1928 Bill, the initial proportion, o! 
gold and sterling assets iiuist be not less than onedialf of the 
liabilities of the Issue Department, \V"e do not proiiosc any 
altenition in this figure in the new Bill, but we think that iiiis 
propuriinn may not necessarily be adequate, and we remmimeml 
that the ({iiostion wliellier a higlier proportion is requirml at the 
outset sliouldGiofore the Bank is set up, l)e currliiUy ^'o;lddercd 
by Government in the light of all the prevailing eisvinnslanct's, 

22, As rcgai'ds tlm holding of Government of India rupei^ 
securities, the question was raised whether the JimitH proposed in 
the setfA)nd proviso of clause 31 (3) might not [vrove umhily 
restrictive of the Bank’s open market operations ; and wtm.vvom« 
mend flmt this point should h) further considered in India, 

23, Wiili reganl to tire remainrier of the reserve, we reixmi- 
mend tha,t 'Git)ld Securities” Bhould be replaced i\y ‘ASitulirig 
Securities,” The holding of gold securities woiihl be not merely 
inappropriate to a sterling standard, but, in tlie present stale 
of uncertainty, a possible source of weakness. As regards the 
aggregate proportion of gold coin or bullion ^ and Bierliiig 
securities to l)e hold, we racommoncl that the miniinnm figure 
of 40 per cent, proposed by the Hilton Young Commission aiul 
adopted in the previous Bills should be retaiiied.^ 

24, As regards the distribution of this inioimmu 'between 
^ sterling,, arnf gold various considerations huA-e to be taken Jti to 
account. On the one hand it must be 'recognised that the Bank 
will always require to hold a- .substantial amount of sierliag in 
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. (irder to enable it to fulfil , its' sterling obligations. Iiicleed it" 
iiiigni ])e argued that so long as the rupee.' is not basedbon a 
goid standard there is no logical necessity to prescribe, a minimum 
hohliim' ol gold and that any such liinitati on would restrict the 
fo^edom of the BaiikV ope/ra.tions and would, to thal extend be a 
s/Mirca^ of weakness in relation to its .obligations to maintain the 
ciiiTCiicy standard. There is,, moreover, a further argument that 
as gold eaiTies no interest any undue proportion of gold lioldiiigs 
woTitl unjust! [lab ly reduce the Bank’s profits and so impose, 
indirectiymin luniecessary burden on the Indian taxirayer. As 
agaijisl (liese considerations, must be weighed the deep and wide- 
s|)r(Tad reeling in India in favour of holding gold as affording 
ultiinately the most reliable form of reserve, a feeling which may 
m^c’cssitate some provision for a minimum gold holding in order 
to secure the confidence of the Indian public in the stability of the 
Bank. While individual members of our Committee have been 
inclined to attach varying degrees of iniportaiiceho tliese different 
eemsiderations we have been able to reach agreement on a recom- 
niendalion tluit the Bill should prescribe a minimum gold holding 
of Tls. 35 erores.'*' 

Ihc minimum of Ifs. 35 erores repi-esenls actnally about 20 jjer 
ccmi. of Ihe ju'esent note liability. Should, however, through any 
(fonsideralffe expansion of tlm note issue, this percentage fall 
belovr 1.5 jjer cent., some members of the Committee are of 
opinion that the position should be inimediatoly reviewed. 

25. The que^stion of valuation of the gold assets presents some 
dilliculnv At a time wdien monetary standards are completely 
disorganised, lliere is, in Fact, no logical fi.gure applicable to the 
valuation of gold reserves. We- consider that the best coarse 
Would be to retain the valuation laid down in sub-clause (4) of 
clause 31. This would be in acconUmeo Avith the practice at 
preseul rol!o\Yed by the Bank of England ami in India, where 
gold continues to be valued at the old parity. Under this 
arrangement the existing holdings would be covererl against loss 
by j'p wide margin. ^ The possibility would obviously be present that 
tlic* Bank might gaiii a large premium on the gold lianded over to 
it !,y Covmumeub The question as ' to how sucii premium 
, ' should ^be dealt; ^\vith,;especiaily iip the -eveh^ of sales being made 
in fiic^ intermediate period pending revaluation of tlie gold, raises 
complex practical' issues which we have not fully discussed. In 

A 8ir lhu.*ElibtaiiKhLs-^,Thak:tmlas atid liai. ^ Bimaii Das 

^ ' ilisaetU from the proposal to oBut .any provision Ibr a miiiinuim percentage- 
i)! mid to tim note imia- ’ - . - ' , \ A 

^ womlcl, pivjBoribe 'no mtinmiuii but leave the- 

Biaird coin|4ete;fTOedoiBlh goM reserves. 
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principle siic]i profits shoulil belong rather to the (Joveriiineot 
than to^ the J^aiik, but our view is that this unrealised inargiii 
should ill some way or other be kept available for strengTheiiitig 
the ^ position of the ciirreuey reserves. We recoiiioieiitl tliat 
detailed proposals should be worked out by tlie Gloveriruifnit of 
Iiiilia for consideration during the passage of legislation on tliis 
subject. 

26. We approve generally of the provisions of danse 41 or rlio 
1928 liill, relating to tlie suspension of reserve requirements and 
the connected tax provision. We"'**' think it would l>o well lo 
bring clause 41 into a closer conijoction with rdause 21 in oriler 
to make it clear tliat the “minimum” reserve can, and slioubi^ 
be utilised whenever this is called for by tlie cireumstanees. 

lienerve Fund and Alloealnni oj SHrplw^f, 

27. We approve* generally, the provisions for tfesorve Kune! 
and Allocation of Surplus ” in clause 46 of the 1928 Bill, sriliject 
to the following modifications in regard to the distribution of 
dividends. The afipropriate rale for the fixed dividend must 
depend to some extent on tlie retui*n on eum|iam!)U^. stamriiies 
at the time of issue of the shares. We recornmencl that the Bill 
shoulfl einpowo]* the Governor General in Gouncil lo fix ihis rate, 
subject !xi Ji maximum of 5 per cent. Provision should also be 
macle, on tlie lines of the Third Schedule to the 1928 Bill, for a 
gradually increasing dividend up to a imiximiim of f) per cent. 
In deienniuing the lixed rate of dividend the fiovernor-lieiieru! in 
Council should take into account, not only the yi(4d <m ^ iovmm- 
juent loiigderm securities, but also the desirability of afiraeting 
tlie small investor in tliemofussil and thereby securing a wide 
distribution of the sliares. 

Hdied'uled Banks. 

28. We approve the principle, of clause 44 of the 1928 Bill, 
under which Seliediiled Banks are required to maintain minimum 
balances with the Reserve Bank. Some cloitbts have been 
expressed as to the ap[m>priateness of (n.) the criterion hvr 
jnclusion in the schedule, vi^A. Hb. 3 lakhs paid-up capital am! 
reserves; and (h) the X)ercentages prescribed in siil>dause (1) of 
that clause. We recommend that these two. questioiLS shcmld be 
reconsidered in India together with .the yquestkm whetlier the 
criterion should be based on tlie amount of deposits Tailim’ than 
on the paid-up 'capital and i^eservas; ' y- 'y 
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livhiiions of the Beserre Bank icitli the Ivrperlal 13ank of Indict.^ 

29. AYe recommend that the Itesen-e Bank shordd he required 
In enter into an agreement with tJje Imperial Bank on the general 
liiifB o! danse 45 of the 1928 BiJl, Imt we consider that the 
I'friodof 25 years prescribed in that clause is too long, and we 
•‘-ngqesi that this point should be further considered by the 
(h'jveriiineiit of India. The initial period, however, should be of 
Mibsiaiiliol duration, wdth provision thereafter for termination on 
several years' notice given by either side. The agreement sliould 
fuiiher (‘onlein a stipulation that its continuance is dependent 
on liiO Hiaintenance of a sound financial position by the Imperial 
Bmfk. 

30. With regard to the Second Schedule to the 1928 Bill, we 
approve of tlie provision that the Inipeiial Bank should be the 
soli? agent of the Reserve Bank at all places in British India where 
ilicro is a lirandi of the Imperial Bank of India and no branch of 
tlio Banking Department of the Reserve Bank. It sliould be 
titiderstood that this only applies to branches that are in existence 
at tlie time when the Act comes, into force. AAh also agree that 
the Imperial Bank shall not, without the approval of the Reserve 
Bank, open any branch in substitution for a brancli existing at the 
time when the agreement comes into force. As regards other 
brunches tliat maybe opened in the future, the Reserve Bank should 
tie under no obligation to employ tin? Imperial Bank and should 
'be free to make its own aiTaiigeinents. The agency teiiiis 
provided for in paragraphs 2 and 3 of Schedule II will require 
reconsideration in the light of present eircninstances, and we 
reeorniiieTid that the Government of India should frame revised 
terms in coiisuliatioii •with the Tinperial Bank. 

31. It Avas submitted to us that, apart from the question of 
remn Herat ion for sendees ' to be rendered, the Imperial Bank of 
India has a moral claim, for compensation in respect of its dis- 
iippoiiitcM’i expectations and of commitments which it undertook, 
by arrangement witir Government, before the institution of the 
l{i'‘ser\'e Bank w^ag- contemplated. It was suggested to us that 
siie!,i, corn pensation -should be, given in tlie form of an allotment of 


' . * ihviug tu^their epiineetiou, wutk the bupeind Biuik, Sir Edward 

Beidliali and Sir ParBliatamdas Tlmkimlas took ao part in the discussion 

ijf ting ipiestioB,. , ■ 

' Sir Akbar Ilyclarl also desired , to have his view recorded that the 
ohjecis for which the early '.establishment of the Reserve Ban]« had been 
^ ■ oiintlpuieeRsary w'oiild;be' nmeh moi’e speedily attained, at the (uitset at 
^ east, if the Imperial Bank of India was, witiusiiilahie modi iieations, made 
iiiHlnimentior these. objects, rather than by the creation 

fy/,,./ vTrtli with of an entirely .;Uew. iMtitutiouv ■■ .■ 
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a iDart of tlie share capital of the .Reserve Bank to sharelioiders of 
the Imperial Bank. We do not consider that the question wlietlier 
the Imperial Bank is entitled to corapeiisatioii is within tlm purview 
of this Conimittee, but, in any case, we cannot recoimiicmcl any 
special allocation of Reserve Bank shares to the sbartdiolders 
of tlie Imperial Bank, as this -wonld be inconsistent witii car 
scheme for the distribution of shares on the broai.lest possible 
basis tliroughont India. We have no donbt, however, that any 
claim for compensation which may be put fonvani i>y fho lin|ierial 
Bank will receive due corisidcratioi} by the authorilies iii India. 
If the claim is conceded we consider that the eonipensa..tlo]i 
should be .qiven in some other Ibrni. 

. General, ... 

32. The Committee considered whether the powers to be given 
to the Oovernor-Ceneral in Council in various clauses of fho fhll 
should, under the new Federu! ('buhtiluilon, lie cwmisotl by tin 
Governor-General at his dliserethni or by (iovernof-thnienil 
on the advice of his i^rmisiers. In agreein.g to the reioinmciida- 
tioiis reeordca! hclowq some of the iiiemborB took itito aivtumt 
the powers wdiicli they assume the Governoi-CIeucu-al wit! poshcss 
under the new Constitution Act to intervene if on any oceasloo 
liis special responsibilities are involved. 

Ill ehviiso -il, of the 192S Bill (Suspension of Reiscnwes) no 
agreement was reached beBveen the three' alternatives of the 
exercise of these powers — - 

(a) !)y the Governor-General at his discretion ; 

(h) liy the Federal Government ; or 

(c) by tlie Federal Government with tlie approval of the 
Governor-General at his discretion. 

In clauses 43 and 52 of the 1928 Bill (Forfcitiu'c of Bight o!‘ 
Note Issue and Ihquidaiioii) it was agrecil that the |xav(ws slmiihi 
be exei\dised by the Federal Government with the ap|H*ovai of 
the Governor-General at his discrelimu 

In clause 53 (Regulations^ it was agreed tlmt the powen Hhoiiid 
be exercised !)y the Federal Government, 

33. In the preceding paragraphs we have dealt, witli all the 
major questions in respect of which we reeonimcud any d(q->a,rtnrc 
froiii the jirovisions of the 1928 .Bill. In oilier respects we 
reeommeiKl that the principles of that Bill should bo followetl in 
drafting the new Reseiwe.Bank 'Bill ■ There are, liowevm; a 
number of minoi’ points 'on wMeli^we recommend imidilii^ut-iori iif 

' the provisions of the 1928 Bill^ either as being conscijneniial on. 
" our ' major j^ecoxiimendations or desirable 'on other gruumis. 
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These suggestions are set forth in Appendix I, and for convenience 
of rerereuce we annex to our Report a copy of the 1928 Bill. 

o4. In conclnsioii we desire to express onr obligation to our 
iSeerefiu-ies, Jlr. G. II. Baxter and Mr. A. T. Williams and other 
mcnnbers of the stalf concerned for the invaluable assistance 
nhieh they ha\e rendered both in oiir proceedings and in the 
(Iraftiiig of our Report. 

R. A. Manx, 

Deputy Chairman. 

N. N. Akklesaeia. 

E. 0. Benthatl. 

C. 0. Biswas. 

; R.am Sarah Das. 

H. Denning. 

A. Hydari. 

Mirza M. Ismaii,. 

CoWASJEE Jehangir (juii.). 

■ A 1 ■''iL.W. Kershaw._ 

■ ■ . (J_ KlSCH.;y 

V. T. Kuisiinama Chari. 

H. P. Mody. 

A, Ra.maswami Mudaliar.® 
Cami’beix Rhodes. 

George Schuster. 

Phiorze Setiina. 

: - . H.'Strakoscii.: h 

PCRSHOTAMDAS ThAKORDAS. 

yh ry'h: ;. Vv - ,;V ; S. D. Waeey. ■ A 

Ali ;' f A-y:, ;': Mohd. Yam in Ehan. ] 

AAAii; y y .vlAlZAERiiLLA- Khan. ; i 

(i. 11. r>A.\TER, 

sAAjAyT'AWiiiHAJisy'X.l^rAhvhi'rhy^/yA' \A:'y’ V Ai 
lisllA:AAiyHS'Siic|'(fet;iesyAy'Ay 'h';:, . v: 


■ A * Mr. RHinnswatni Mudaliar has signed wi behalf of Mr. Iyengar in 

iTganl to all matters on which agreement was reached before Mr. Iyengar 
In regard to other matters, Mr. Iyengar lias reserved the 
■ ‘ ‘ right io record a snpplenientary note if he finds thi.s necessary. 
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APPENDIX I. 

(See paragraph M'of 'Beportd)- 

Title, afid Pm.mible,--The. reference" to' '' Gold . Staii,da,^rii CuiTencjj will . 
require,' ameiidraent. 

(Jliiase 1 (1). — This clause will need to he similarly amended. 

.' ;^Ohmsel We have assumed that Riirma, if separated, wiil:Coiiti:mie ' 
to utilise tlio Fudiaii currency system. If the dedsion nltiimitely rca.clied 
is otherwise, an a,iuoiidineiifc of this sub-ckiiise will be necessa/ry. 

Viame 1 (3).— -A niodilicafcion of dates will be necessai*y, 

Olanse 1 (I). — Wo recommend that this sub*c.lause should provide tJiai 
Chapter 111 shall be in force fora period of 25 years, and si, mil ecjiitimie 
in force thereafter until revoked or imxlified by further leg'ishition. 

0 lame 2 (y ). — -The detinition ofnC^goId standard country" ” ■will have 
to be replaced by that of a ‘‘sterling’ standard c.(.n'intij/' 

(Jla.ase 4 (8). — The selieioe of allotment should bo motlhied so as to 
Ijrovule for pretorenr.ial allotment to ihe(‘xt<Mit of two shares (the ssiggcrdcd 
miniiniim quaiiiicaiion for a voie) being given to sipplicavats for two shares 
and over. A sfH‘cilie pr4)visioJ! shouhl also be made excluditig Gowriiiiient 
from voti'ug power iri respcfct of any" capital left in its Inn, ids, 

ClMUise 8 (1) (a) (i). — We would amend this to ,rea<l ' 

“engaged in the direction of agricultural, cominereird, tinaueiai or 
indTistriai. activities, or”' ■ 

(Jhnm 11 (1),— Elected Directors should be reiuovabiiiby the flovcu'iitu’* 
General, in Councdi on a resolution passed by the Hoard by a. inajMrit/V 
cunsiHfciiig' of not less than nine Directors. Other members ot the l»o;n*d 
slionid be removaiilo ])y tlm oniliuriiy which nominated or app ijiual 
them, 

Cktni^e 13. — llleetiou rules should be drawn up by the Ihtnk in Gic* 
man,nep provided for in clause 53. ' ^ , 

Clame 15 (1) .—Provision wdil be necessary for calling’ local inceiijigs 
hi elect tlie Local Boards. 

(J/fiCft'r 15 (2),— Bearing in mind the w’idespread practice of Ihmk 
transfers in India w’e consider that 'members of Local Boards miglit bo 
empowered to call upon any- registered and resident shareholder io make 
a st.atulory declaration to the eBeet that he is the aetiial ioviier cd' the 
shares register’cd in his name. 

Gtame 17 (1). — Provision shoiikl be made to enable the Bank to net 'as 
BaiVkers Iw Indian States. 

(Jlame 17 (2) (c).— l¥e wmuM add after the words “ liocal Governmcnf. ” 
the words “or such securities of an Indian State 'as may bt? spccilled in 
that behalf by the Governor- General in Oouneil on IbC' recmm'meii<lali»ai 
'pi the Central Board of the Eeserve Baukd' 

, Clamc 1.7 (3).— The reference to “ Gold 'standard countries ” slit)uld be ■■ 
ohimged to “ Sterling standard countrieB ” . ^ ^ , 
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■ Clause (7) md (8).“~It' .has Been suggested tliat in present conditions 
tlnise ' restrictive as regards tlie maturities nf 

Govern in eut securities in Avhicli the. Bank is. permitted to deal. Wb' 
recommend il'iat this point should be further examined bjthe Govermiient 
of Indiii-, An auiendment similar to tliat already suggested above to 
s^bciitisse 17 (2) (lO might aiso.be made to subclause 8. 

: 17 (11).— Indian State’'* might be added after 

the "Words Local Government ” to admit , of the Bank acting, as age,nt, 
fon'tlie Indian States. ■ 

Cinusp. 17 (14). — Wo consider tliat external borrowing should he 
OA'ijressly confined to otlier Central Banks, and that in that event no 
linut'a.iion need be placed on the amoniit tvhich it is permissible to borrow 
e,x,tein.allj,. 

Clau.b'e 17 (16). — We would redraft this sub'Clanse as follows: — 

Generally, the doing of all such matters and things as may he 
incident:! to, oi* consequential upon, the provisions of this Act and 
!iot prollihited by this Act,” 

Clause 18, — We would substitute for the woids “ in the interests of 
ludia.u trade or commerce, or for the purpose of enabling the Bank to 
perform any of its functions under this Act,” the words ‘‘ for the pimpose 
of regulating credit in the interests of Indian trade, commerce, industry 
ami agi’iculiure.” 

A further amendment of this clause has been recommended in para- 
graph I8 our Report. 

Chiusp 31.' — .Mere, and in other clauses where it is referred to, the 
provision lor ‘‘■gold securities ” slioukl be replaced by steiling secuxdties.” 

Ciuusplll (.*•>).— It is for consideration whether it should not be made 
clear tlmr tlie “ Government of India rupee securities ” must be 

:;iuai,te,fcab.le)secmities7 A' 

Clansi! Ml (6).— This sub-clause will require amendment in view of tina 

.adoption ' III' a,.sterlmg;:standard.'\. ■'■'■■■ . ^ 

CiiifPys will require modiiication in the light of our proposal for 

the omission of provision for a specific rupee redemption fund. 

(Jhtmes 38p40.— These edauses will require to he replaced by provisions 
cm the lines indicated in paragraplis 19 and 20 of our Repeud. 

ijlanm 53. — AmendinentB and additions will be required in consequence 
of cei'tiiin of our'ree'ommendatioBS, 
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APPENDIX fl. 


Suggestions for Distribution of Local Areas and Allocation 

of Shares. 

{See paragraph 7 of Report.) 


' 1' 

... .'Arm' 1 

Hoad- 


■' ■ I 

N i:oiibe.r of | 

.Allocation:', 

;.'■ of 'Sliare' 

1 

„ . qiiai’t-ers , 

(2) 


, Directors j 

(4) : 

Itqoilal 
ltf“. iakhs 

L No'rth'ERK' I 

Dellii 

United Provinces 1 

^ 12 ■ i 

''SO""'"'''"'' '1 

2. W'estek'N 

' Bombay 

Punjab 

North- W esfc- Frontier ■ ■ 

■ ^ Province' . ; ■ 
BaJnehistan 

Aj me.r Atei’wara . ■ ' j 

■Rajpotana .Agency | 

■ I'binja-b States . | 

K{.is,liiiiir ■ i 

United Provinces States 
G walior 

Bombay .Presidency . , 

' 1 

2 

^ ■ " 1.65': . It,' 

3. Eastern - ‘ 

Galciifcta 

Sind A A ■ ; 

Central Provi.nces .and 
Beniv 

" ’Vfestern; India Agency:; . 
Banoda’ 

Hyderabad 

r ■ Gerd ral India Agency ' 

I (extd tiding Bomlel- 
' kliaiid and 3iaghel 
j. : 'Mmid)y' 

Clajerat States Agency 
, Deccan States Agency ' 
i'Berigal 

■"■■■tv"-"'- ,V' ■ 
;v, 

I' 

{:■ 

",''^ ;:v 

I","",'' 

'■ .• 
t ■'.A "'S v,-' 

''A:' '■ '''-''■''■''t::',;; 

4. SOUTUEEN 

/''a 

Mailras 

! Bihar and Orissa 

[■ Silikto 
I'AissanrSatas:,;,:'^ 
i:::;'Beiipd:\Staths : i, . 

1 Eastern Slates Agency 
Blind e'lkhand and 
' ^ : :Bagh0lb|matd;:::.. ' ■ 
t Madras Presidency 

1v ■ ■■ 

i fiC.) 

^ 5. Beema * 

Ra-Bgoon 
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■■ ANNEXUBK. 

The Gold Standard and Reses.ve Bank of India BilLj 1928. 

■(As p-nbiishecl.) 

A BAJ io cstahlish a gold standard currency for British India and constitute 
a 'Reserve Bank of India, 

Wlierens it is expedient to iirovide for tbe ostablisliiiieiit of a gold 
.stafidard ciirronej for British India; to constitute a Reserve Bank of 
liHi a l> eoiiirol the working of that standard and regulate the issue 
of bank note and the keeping of reserves with a view to securing stability 
in the moueiary sytem of British India; and generally to make provisions 
for ilia tiers incidental thereto; It is hereby enacted as follows: — 

■■ CHAPTER I. . 

.PEELIMINAIIY. ' ■ ■ 

ITiis Act may be called the Gold Standard and Reserve Bank 
i»f liidia Actj 1928. 

(2) It extends to the whole of British India , including British Baluchistan 
a, ml the Sontlial Farganas.' 

(th 1’liis sc?i’‘tion shall come into force .at oneej and the remaining pro- 
of this Act shall come into force on such date or dates, not latei 
than the Isfc clay of July, 1929, as the Govern or-General in Council may, 
by noiirii'ation in the Gazette of India, appoint: 

Provided that the Goveriioi'-Geiieral in Conncli may, by notification 
irt (hizette of India stating his reasons for such action, substitute for 
l.lu‘ your 1929 in this section the year 1930; and may, by like notifications^ 
wake two further successive substitutions of the years 1931 and 1932. 

(4) Ciiapter HI shall be in force for a period of twenty-five years and 
itf, o|ieratio!i may thureaBer be extended for such further period or periods 
as the Goviumor-General in Council may, by notification in tlie Gazette 
of imiia, direct. 

2. Ill this Act, unless there is anything repuguant in the subject or 
Coutox i — 

Oi) the Bank means the Reserve Bank of India constituted by 
tlib Act; 

_ (b) -^Hhe Banking Department ” means and includes all departments 
■ A. of I he Bank other than the Issue Department; 

(f) F hank rite'll meam the rate ipublisheci by the Xhink uiidei 
sen ion 47 ; 

iji} ‘Miank note means paper money issued by the Bank; 

^ (r) *Hhe Board P ^ ineans the Board of Directors constituted in 

/ . ,a(M*ordanee with section 9; 

; ■ . (/) general meeting mmim a meeting of the registered shareholdera 

' «f the Bankp ' ■' ^ , 

h ~ ' (ri) ** gold Htaudard country means any country, other than British 

V . Iiiiiiii, from which any person is at liberty to export gold and in wdiioh 
any porsom . may .'obtain' gold on-Hemancl 'from the principal currency 
;; ■■ authority, payment', of Hha equi valent thereof, ^is prescribed by law, 

ill leg^l tender , 
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Issue Department ”>ieaiis- of tie Bunk which 
is ciiarged " by section 23 with the conduct- and management of llie note 
issue; ■ 

(/) ‘^ prorlncial co-operative- ■hank-’’ ■ ni^eaiis any society wliieli ia 
registered or deemed to be -regi-stered'. under the Co-operative Societies 
Aetj lOBiy or any erther law for the time- 'being ; in force in Briiisli 
India relating to co-operative societies- and ' the sole business and objeot 
of which is the financing of the other soeieiies in a province vvliioh arc 
or are deemed to be so 'registered;; . 

(j) “the Reserve ” means -the:- assets ; of" the Issue Doparlnioiib as 
specified in section 31; 

ik) the Reserve Fund ” means -tlie Reserve referred to in fortiois 
-46; 

(1) rupee coin” means silver' rupees wiiich-ar-e 'legal tender umler 
the provisions of the Indian Coinage Act, 1906 ; and 

(r?i) “scheduled bank means, a Inink inciuded'-m tlio First Schedule, 


. , iNcmpo-iUTiON, Shab'iI -CAF iTAn,.^ ALvnageaien -and ■ Busin esh. 

Esiu.hlishmeM,t and Jneerporofion of the Usneme Bank of halhi. 

3. -~*(l);A Bank to be called the lleserve Bank of India stud I Ih^ i!«nn 
Etituted for the purpose of" taking over the nianagemonfc of tiie 'Ciirret'i'i'y 
from ti}€3 Governor-Cenerai in Council and of (airrylng on tlio busiiie'\s ol 
;"biinkiiig' -in. accordance^ with., the- provisions;- of- '.this- Act, 

C2) 1 he Bank shrill be a. iiody corporate by the name ol the Beserve 
Bunk of India, having perpetual succession and a common seal ami sIuiH 
by .the said name sue-' and be, 'sued. . -'-.f- 

Share Capital. 

4. — '(1) The original share capital of the Bank shall he live crorcK ot 
rupees divided into sliares of one hundred rupees each, which shall lu* iiiijn 
paid up. 

(2) No amount in excess of twenty thousand rupees sluill be issued to 
any one person or to any two or more persons Jointly, and no ixmnou sliall 
1)0 allowed to ac(|uire an interest in the share capital of the Bunk, wfadlicr 
held in 'his own right, or held jointlj^ with others, or held part-lv in his 
own right and partly Jointly with others, to a numinal value in oxec.-s of 
twenty thousand rupees. 

(3) Separate registers of shareholders shall lie maintained at Bombay, 
Calcutta, Ma-dras, Rangoon and Delhi, and a separate issiio of shure.'i 
shall be made in each of the areas served by those registei«, us herflmiftcr 
defined, and shares shall not he transferahte from one register to anot-her 
save in accordance with conditions to be preseribocl by the Governor* 

A( "Cottnedv;'' 

(4) A shareholder shall bes <|ualified to bo registered as such in any area 
In which he is orclina,.riIy resident or ha^ his principal place of Imsinv^js 
in India.-, but no person shall -’be Tegistered ns a ' shareholder in more iluiii 
ono regi.ster or as n holder of an interest .m the share capital of a total 
nominal ?,aluo exceeding twenty’ thoimnd- rupees; and no pcrami who: 

(a) domiciled ^pn or 
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(5) a ■ IMtisE .subject '02€,maHly resident .in, India, _ or ,, 

(c) a company registered under' tlie Indian Companies Act, 1.913, or 

^ the Co-operative Societies Act, 1912, or u 

, ..,:sclie£ii2M bank,, or a corporation or conip.a,ny ■ incorporated by or 

or any law for .the Aime .being, in-, .force 
: . , , : m dominions and having a branch in .Britisli :. 

■ ■ .India, ,' ^ ' . . d' \ • 

sliiill , be. i register a shareholder or .be entitled to payment of ..any. 

divadeiicl'on- any 

'■ (5) The Board may, 'at its discretion, without giving any reason, decline,..:' 

to iilloi sliares to any applicant or to register any transfer of shares. 

(h) The areas served by the various registers mentioned in subsection (3> 
shall he as follows, namely: — ....... y. 

lo) by tlu3 Bomhay register — the Presidency of Bombay (including 
Sind), and the Central Provinces; 

(b) by tlie Calcutta register — the Presidency of Bengal and the 
Prfivdnces of Bihar and Orissa and Assam; 

(c) by the ^Madras register— the. Presidency of Madras and the 

Province of Coo.rg;. 

(d) by th.e Rangoon register — the Province of Burma, and the 
Andaman and Nicobar Islands; 

(e) by the Delhi register — ^the remainder of India, including the 
territories of Indian Princes and Eulers in India. 

(7) The nominal vain© of the shares originally assigned to the various 
registers shall !)e. as follows, namely: — 

(n) to the Bombay register — one hundred and fifty lakhs of rupees ; 
{h) to the Calcutta register — one hundred and fifty lakhs of rupees; 
(e) to the Madras register — forty lakhs o-f rupees; 

(d) to the Rangoon register — forty lakhs of rupees; 

(c) to the Delhi register — one hundred and twenty lakhs of rupees: 

Provided, that, in the t^vent of the shares assigned to any register not 
being fully taken up at the first allotment, the Board may, with th© 
previous sanction of the Governor-General in Council, transfer a portion 
of such shares from that register to another. 

(S) Tu allotting the shares assigned to a register, the Board shall, in 
tJi<* first instance, allot one share to each applicant qualified under sub- 
seeiitm (4) to be registered as a shareholder on that register; and, if the 
number of such applicants is greater than the total num])er of shares 
a,ssig'ned to the register, shall determine by lot the applicants to ivhom. 
the shares shall be allotted. 

If ilm numlxjr of- applicants is less than the number of shares assigned 
to the,, register,, the Board shall allot the remaining shares to applicants 
who have applied, for more shares than’ one ; and if the number of extra 
Khrrres so applied for exceeds the number of shares so to be allotted, the 
Board ■shall allot them among th© various applicants in such manner as 
it may deem fair and eq(uitable: 

Frovklor! that ^suchy. allotment© shall in all cases he subject to the 
resiricdioiis contained in - subsection (2). 

after all applieatioasyhava .been, -met , in accordance with the pro- 
vimons of this subsection, ,any shares remain unallotted, they shall, not™ 
withstawlirig anything, .-containM ,, in thk 'Section, be allotted to Govern- 
nientj' and ^ shall I>e sold'' by thoiGoTernor-Genera! in , Council, at not less 
thtna par,,' as wn as .may;' be* 


Jl 


fheb^hare .©apitaPof ,the^ Bank may -be Increased by th© Board" 

CoundL:"'i:r.^M.- A ■ 






}■' 


■k 
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(2) Every sEch increase sliali be fully paid up, and the areas to -wliich 
Slick further shares shall be allotted and the price at which they may be 
issued shall be fixed by the Board with the like sanction. 


(3) The ^ Board may determine the manner in which any increase of 
share capital shall be effected. 

(4) Til© share capital of the Bank may bo reduced by the Board, with 
the previous sanction of tlie Governor-General in Coinicil, io such extent 
and in such manner as .may be determined by the Bank in general meeting. 

Offices and Branches. 

6. The Head Office of the Ba,nk shall be established in Bomliay, ami i.rie 
Ihink shall, as soon as i.nay be, established branches in Caleiilta., id.adrasj 
Rangoon, Delhi and Ia.)ndon, and may estabiisli branches or agencies in 
any other place in India or, ivith the previous sanction of the IJoiHumor-' 
General in ' Council, elsewdiere, ■■■ 

MfMmgefaenii of -fJis Bank. 

7. The general superin tenclenec of tb.o affairs and business of the Bank 
shall be entrusted tx> a Biuird of Bir^vtors, which mny exercise all powers 
and do all such acts and tilings as may bo exercised or done by the Bank 
and are not by this Act expressly directed or riH|iiired to be done by I'm' 
Bank in general nieeiiiig. 

8. — (1) Sai'e as oxp.ress]y provided in this Act— 

ia) IK) person may b© a Birocior who is iint or has nx>t at time 

, heom— , 

(i) actively engaged in agrkuiturej conmicrcc. finance or iinliiHliy, 

(ii) a flirecior of any couipany as defmed In clause of sect inn 2 
of the fnilian Gompanies Act. 1913, or of a corporation or con!p!H!> 
iiicorjioraied by or under any law f<w the time being in force la rmy 
place outside British India; and 

(h) no person niay^ lie a Director' wdio is— 

(i) a government official, or 

(ii) an officer or employee of any bank, or 

(iii) a director of any bank, other than a regisiered mokiy as 

<lefined in clause (e) of section 2 of the Co-operative Soirietios Act, 
1912. , " , 

(2) The elcMtion or appoiniracnfc as Director of any ]iersan who is a rHrfrib<*r 
of th€^ Indian Legislature or of a local 'Legislature S'htil! be yoid, uidess within 
ono mcnitli cd the dale of his election or appomtniont he ceases to be sm-li 
meiuber, and if any Diroftiir is electi-d or nominated as member of any smb 
liOgislatiU'e lie shall cease to be n Director from t!ie date of moh eifelion 
or iicmi illation, as the etise may ho, 

9.— (1) Tim Board shall consist of the follmving Dircefcors, nainoly: — 

(«) a Governor and two Deputy Governors to be 'Uppointixl l>y the 
Governor-General in Coiimdl after ccmskleratiou of any recommeiickiiion 
made hy the Board in that 'behalf; , 

(6) four Directors io be nominated' by the Govcrnord.leiieml in 
.'■'.-k'. Co'iincii; - ' '"‘v' 

(e) two Dirwtors to be elected by the Associated Chainbcn’s ‘of Ck'cn- 


■nieree; ,'-b' ^ ,, ■ ■, ■ ■ ■ ;'.v , ^ 

‘ _ (cl) two Directors ■ to b© eketed by 'the Federation of the I wlia a. 

Chambers of CoEimme; ' ' 
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{(;:) one DirGctoFj representing the interests of agriculture, to^ be 

■ ' elected bj? i^rovincial co-operative, banks iioldiiig shares to the iioiiiiiial 
\alue of imt less than five thousan-cl rupees; 

■ (/).' eleven .Directors to be elected on behalf of the '-shareholders on the 
' 1-' V '-'v a id oiiS', register manner .provided in section ,'10, and in ,,the 

(i) for the Bombay register — three Directors; 

(ii) for the Calcutta register — three Directors; 

(iii) for the Madras register — ono Director; 

(iv) for the Ban goon register — one Director; 

(v) for the Delhi register — three Directors; and 
(V/) one government ofheial to be nominated by the Goveriior-Geiieral in 
Council. 

(d) The Governor and Deputy Governors shall devote their whole time to 
the ahairs of the Bank, and shall receive such salaries and allowances as 
may he delerniined by the Board subject to any minimum prescribed by the 
Governor-General in Council. 

(3) The Governor, a Deputy Governor and a Director nominated or elected 
ojKhir clause (b), (r), (d), (e) or (/) shall hold office for five years, or there- 
after until his successor shall have been duly appointed, nominated or elected, 
and, subject to the provisions of section 8, shall be eligible for re-appoint- 
nieut, re-nomination or re-election as the case may be. 

Tiio Director nominated under clause {g) shall hold office during the 
pleasure of the Governor-General in Council. He may attend any meeting 
<sf the Board and take part in its deliberations, but shall not be entitled to 
vote. 

(4) No act or proceeding of the Board slial be questioned on the ground 
merely of the existence of any vacancy in, or any defect in the constitution 
of, the Board, 

i.O. — il) The shareholders registered on the various registers shall elect 
delegates for ihe purpose of electing Directors to represent them on the 
Board, and the numbers of delegates shall be as follows, namely: — 

(а) for the Bombay register — twenty-four members; 

(б) for the Calcutta register — twenty-four members; 

(f.) for the Madras register — ten members; 

id) for the Rangoon register — ^ten members; 

(e) for the Delhi register— twentj-f on r members. 

(2) Every shareholder who has been registered on a. register for not less 
than six months immediately preceding the election shall be entitled to vote 
at the election of delegates for the shareholders on that register ; and no 
, shareholder shall have more than one vote, 

(3) The delegates lor the shareholders on a register shall be elected from 
■among those who are shown on that register as having held, for a period of 
not less than six months Immediately preceding the election, unencumbered 
shju’es of the Bank ol a noiuinai value, of not less than five thousand rupees: 

, Provided that m person, .shall he elected as a delegate who is a goveni- 

mfud; offudal, or ..an .officer .or .servant of 'the Bank:, ' 

i'^ri)vi<hai -f irrthcT' ^Tha raity^ ■staiid^^^' fo'r'^' ele unless' he 

hasd>een nominated^ by not dess than twenty of the shareholders entitled to 
"'?0'te' ''at th'O'' "" ' 

■, (4) The^ eleeibn of 'delegates _ for the shareholders on a register shall be 

held once in -every ;.ive years,' "at a convenient time before the expiry 
of the km of offiea-: -of 'the''' 'retiring Directors for the election' of whose 
^jucjcessors the deWgakrars'.toyhe, 

(5) Belegaki Jor a; 'period of five, years : . ' , 
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Provided that, if a delegate ceases to be equaiified for election mi dor 
siiljsectio'ii (3), lie shall forthwith, cease to hold office as a delegate. 

. (6) A casual vacancy in, the office .of . delegate, in whatsoever iiiaiiner 
arising, may he filled by the Board from among the shareholders for the 
time being qualified for election to that office under subsection (3). 

(7) The delegates for the shareholders on a register shall elect, from 
among those shareholders, the Directors to represent them on the Board 
in accordance w-ith this Act and the rules made under section 13. 

11. — (1) The Governor-General in Council may remove ih'om nflit'o tim 
Governor, a Deputy Governor, or any Director nomiualed or ch^oiod under 
clause (h), (c), {d), (e) or (/) of subsection (1) of section 9, on a resolutiois 
passed by the Board in that behalf by a majority consisting of not less tha.n 
fifteen Directors : 

Provided that, in the case of a Director elected under clause (r')„ ((/), 
(f.) or (/), such resolution shall have been confirmed by a majmdty of not 
less than than two-thirds of the persons present and voting at a general 
meeting expressly called for that purpose. 

(2) A Director nominated or elected under clause (b), (el, (d)^ (e) or 
(/) of subsection (1) of, section 9 shall cease to hold offic‘.e if, at any time 
after the expiry of one month from the date of his nomination or elec! ion 
or of eighteen months from the date on which this Act comes into fVircxq 
whichever is later, he ir not rcgislcml as a holder of tuumcuml 
of the Bank of a iiorrnnal value of not less than ten thmisand rupees, or 
if he ceases to hold uBeiiieumbor«‘d slian^s of that value. 

l<2^ — (1) If ihe Governor or a Deputy Goveruo'i- by infinnity or ollii'i*- 
wise is'rendored incapable of executing his duties or is absent on leave 
or otherwise in circumstances not involving the vacation of Ins appoint- 
meiit, the Governor-General in Council may appoint aiioihm’ p« rsoii io 
offifialo for him, and such person may, notwiilislamling anything famiaiimd 
in clause ih) of subscctian (I) of section 8, be an officor of the Bank. 

(2) A casual vacancy in the office of a Dircijtor, iithcr than t!ie 
provided for in suhsection (1), shall he filled in the maTUmr in whicii, and 
hy ihe authority by whom, the nomination t^r election rtf llie nir*‘«'iur 
vacating olFiee wms made; and the Director so nominated or eiett^j/d -Imil 
hold officii for the uiiexpired portion of the term of his predecessor. 

IS. The Governor-Ckmeral in Council may, after previous •I'mblication, 
make rules to provide for all matters for which pronsitia is in his opshukin 
necessary or expedient for the holding and conduct of elecimms yudec Biis 
Act, and, ill particiihir, and without prejudice to the generality of the 
foregoing power, may hy such rules provide— 

(a) for the holding of elections acearding to the principk of prt.»por- 
tioiial representation by means of the single transferable vote itr <n-her- 
wise iis he thinks fit in any ease; and 
(h) for the iinai decdsion of doubts or disputes regarding Ihe qualilica* 
tions of any candidate for election or regarding the validity of elccd'.iofiH, 

14. ^Meetings of the Board shall bo convened hy ihe Goveriufr at Icm^t 

six times in each year and at least once in each quarter. Meotiugs shall 
ordiuurily be held in Bombay, but at least two nu^etiiigs of the Board shall 
be lield in Calcutta in each year. . . ^ 

15, — (1) A general meeting (hereinafter in this Aeb referred lo im the 
^ annual general inoefcing) shall • be ■ held' aimually 'at Bombay within six weeks 

from the date on wdiich the 'annual 'accounts of 'the 'Bank are closed, mii 
a 'general meeting may be convened ^ by the Board 'at any otl.H!r tiino. 
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, ,5,(2) A.I 1 J s,liareiiolder'. simll be entitled to, .attend and vote, at. a,ny general 
meeting, and no sliareholder, .wbetlier present in person or voting through 
' another slmreliolder as ■ proNj,' ■ shall ' have more than one vote., 

■ provisions shall apply to the first ooiistitiitioii of 

the Board, and, notwithstanding anything contained in section 9, the Board 
■,5,as ,'eoiistitu ted in' accordance therewith s.liall 'be deemed to be ,duly, .con- 
' with this Act., 

(2) 5 Idie .fiTst Governor first ,Depnty Grovernors shall be appointed by 
■ ..fche' , Governor-General in' Council, on, his own, initiative,, and shall receive 
' . stich ' salaries', and allowances as he may determine. 

(3) The first four Directors nominated under clause (h) of subsection (1) 
of section U shall hold office for three years. 

(4j Tt(o first four Directors elected under clauses (e) and (d) of that 
Kuhsectio]! .shall hold office for four years. 

, io) The first Director elected under danse (e). of that subsection, may be 
df'cicd by all provincial co-operative banks notwithstanding that shares 
I’.aic not been allotted, and shall hold office for four years. 

(G) The first eleven Directors representing the shareholders shall be 
iiominatcjd by the Governor-General in Council after consultation with the 
LofTil Governments, and shall hold office for ti^o years. 

(7) The first elections of Directors under section 10 shall be held before 
the expiry of the term of office of the Directors nominated under sub- 
section (0), and the Directors so elected shall hold office as follows, namely : — 

(a) the Directors elected on behalf of the shareholders on the Bombay 
register — for four years; 

{b) tlie Directors elected on behalf of the shareholders on the Calcutta 
register— for :three years'; 

(c) the Director elected on behalf of the shareholders on the Madras 
register — for, five , years,- 

{d} the Director elected on behalf of the shareholders on the Eangooii 

'v::v,■'.':':.,''^7.register^^ five' 'years,;'^. ■■ 

(c) the Directors elected on behalf of the shareholders on the Delhi 

'' V .'.V ,'|* 0 g|.gter— for ' ' two.';:years.r^ 

Badness of the Bank. 

17* The Bank shall be authorised to carry on and transact the several 
kinds of business hereinafter specified, namely: — 

(1) the accepting of money on deposit without interest from, and the 

, collection of money for, the Secretary of State in Council, the Governor- 

■■f' General in Council, .Local Governments, hanks and any other persons; 

(2) '(a) the ' purchase, ' sale and rediscount of bills of exchange and 
promissory notes, di'awn' and -payable m India and arising out of 
hfjnd fide commercial or trade transactions, bearing two or more good 
signatures, one of which- shall be that of a scheduled bank, and maturing 
within ninety; days from' the date of such purchase or rediscount 
exciusive of. days, of 5, grace;- ^ 

the purchase, sale and rediscount of bills of exchange and 

■. 'promissory notes, drawn and payable in India and bearing two or more , 
;■ good signatures, 'Ond:' of ..which shall he that of a scheduled 'bank, or a . 
pTbvincial "c!0-opera,tive hank, .;and -drawn or issued for the purpose of 
Innticipg season^ /agricultural operations or the marketing of’ crops, 
and inaturkg. ;within''‘’'^ir®^' ^ the date of such purchase or 

;5';, . yedaeountp provided that the total face 
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value of bills or notos so purcbasecl or rediscounted sliaJl not at any 
time exceed one-foiirtli of tbe total face value of all bills ami notes 
piircliased or rediscounted by the Bank up to that' time; - 

(c) the purchase, sale and rediscount of bills of excbaiiii^e ami 
promissory notes, drawn and payable in India and bearing tbe signaiiim 
of a sebediiled bank, and issued or draAvn for the purpose of holding 
or trjiding in securities of the GoA^ernment of India or a Local Cio\-erii- 
iiient, anci iiiaturing Avithin ninety days from the date of sucli purchase 
or recliscount exclusive of days of grace; 

(3) the purchase from and sale to scheduled banks and pcr''.mis 

approved by the Board, in amounts of not less than the e<|ui valent of 
one lakh of rupees, of the currencies of such gold standard coruitrios a?-! 
may be specified in this behalf by the Ooveruor-Genera! in Coutteil by 
notification in the Gazette of India, and of hills of exchange (iiseludiiip; 
treasury bills) drawn in or on any place in any such ccninlrji 
maturing within ninety days fi*om the date of such purchase, exeiusivo 
of days of grace; and the keeping of balances with banks in such 
countries ; ■ ' " 

(4) the making of loans and adAmnees, repayable on demaiicl or on iJie 
expiry of fixed periods not exceeding ninety days against ibe Kociirity 
of— “ 

(a) stocks, funds and securities (other than immcnuible property) 
in wliicli a trustee is authorised to invest trust money by any Act 
of Pariiamont or by any law for the time being in force in liriiisli 
India; ' ■ 

(h) gold coin or biiHlon or documents of title to the mm; 

(c) such bills of exchange and promissory notes as are eligible for 
purchase or rediseount by tbe Bank; provided that, the total of 
the* bjans and aihuinces against such securities as are referro«l to in 
sub-clause (6) of clause (2) shall not ai any time exceed oiie-fmiiib 
of th£»- total loans and advances made by the Bank up f.o tbut time; 

(d) such bills of exchange as are eligibk for purchase by I be Bank 
under clause (3)^; 

(/’) promissory notes of any scheduled bank or a proviucial 
co-operative bank, supported by documents eAudcneiiig title to 
goods which have been transferrecl, assigned, liypothceaicd or 
pledged to any sucli bank as security for a cash credit grantcHl for 
bond fidf commercial or trade transactions, or for tlie purpeKe of 
financing seasoiial agricultural operations m the markc'ting ut 
crops: provided lhat no loan or advance sliall be fimdc on the 
seciiriiy of any promissory uole siieli as is roferrfd to in Ibb syl • 
clause aftcT ihe expiry ol fiA’c years from the date on wliicb this 
section comes into force; 

(5) the making ol achmnees ■ to the Chwemor-Oeneraf in Gonnei! re- 
payable in each case not later than three months after the closi* ijf 
the fiiiaiifual year in respect of which the advance has been iimdo; 

(6) the issne of demand drafts and the making, issue and Ciretilatiofi 
of bank posfc bills made payable on its own branches; 

(7) the purchase anil sale of securities, maturing within five year's 
from tlic date of such purchase, of the GoverBrnoBt of any gok! stari» 
dare! country specified in this behalf by the GoAT^rnor^Genera! in CoiHicil 
by notification in the Ga«;ette of India; . ^ 

(8) the purchase and sale of securities of the Oavernment of iiitlia 
ol any maturity, or of a Local Oiwemment or of a Iwal authorlly .in 
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Bri;tisli India' inatiiriDg witliin ten 'years from the date of purcliase : 
provided ■tliat, the amount of s'ucli securities held at any time in, the.'" 
.Banking Department shall be 'so regulated that-— ' 

(a) the total value of such securities shall not exceed the aggregate 
ainoiiiit 'of the' "share capital of the Bank, the Reserve Fund and,; 
two-fifths-of the. liabilities ■ of the ,Baiiking Department , in '.respect ■ 

, 01 deposits;, 

(h) the value of such securities' maturing after s.ix months shall not 
exceed the' aggregate amount of the share capital of the Bank, the 
iReserve. Fund ■ and one-fifth of ' .the liabilities, of the Banking 
Department in respect of deposits; 

(c) the value of such securities maturing after one year shall not 
exceed the aggregate amount of' the share Capital of,, the ■Bank, 
the Reserve Fund and one-tenth of the liabilities of the Banking 
Department in respect of deposits; and 
(ri) the value of such securities maturing after ten years shall not 
exceed the aggregate amount of the share capital of the Bank 
fi'iid' the Reserve Fund; 

(9) the custody of monies, securities and other articles of value, and 
the collection of the proceeds, whether principal, interest or dividends, 
of any such securities; 

(10) the sale and realisation of ail property, vdiether moveable or 
immoveable, which may in any way come into the possession of the 
Bank in satisfaction, or part satisfaction, of any of its claims; 

(11) the acting as agent for the Secretary of State in Council, the 
Governur-Genorai in Council or any Local Government in the tran- 
saction of any of the following kinds of business, namely — 

Ja) the purchase and sale of gold or silver; 

(h) the purchase, sale, transfer and custody of bills of exchange, 
securities or shares in any company; 

(c) the collection of the proceeds, whether principal, interest or 
dividends, of any sectirities or shares; 

(d) the remittance of such iproceeds, at the risk of tlie principal, 
by bills of exchange payable either in India or elsewhere; 

(e) the management of public debt; 

(Id) the purchase and sale of gold coin and bullion; 

n.3) the opening of an account with, and the acting as agent or 
correspondent of, any other bank which is the principal currency autho- 
rity of a gold standard country under the law for the time being in 
force in that country, or any of the Federal Reserve Banks in "'the 
United St#es'-of 'Am-erica; ■ 

(ID the borrowing of money for a period not exceeding one month 
for the purposes of the business of tbe Bank, and the giving of security 
for money :,so horrovvedv ■ 

J'^rovidecl that the - total amount of .such borrowings shall not at any 
^ ^ , lime exceed %h& amount of the share capital of the Bank ; 

Provided tether, that; no money shall be borrowed under this clause 
from any person' in British India .other than a scheduled bank; 

X'.;, ' (15) the making' and Issue of hank notes subject to the provisions of 
thie Vv b, ^ , 

•.,(1.6). generally, tlie 'doing -of all such matters and things as may be 
, inpidentalor aiiteMiary to tie transaetioa of the various kinds of businos,s 
iieroihholofe ‘ ' . • ■ ' - ^ - 
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18. ‘Wlieii, „ ill tile .'Opinion of the Board, it is aecessary or expedient 
tlia,t action slionld be taken under this section in the interests of [iidian 
trade or commerce, or for the pnri'pose of eiiuMing the Bank to perform 
any of its fnnctions under this Act, the Bank may, notwithstanding imy 
limitation contained in siib-claiises (a) and (h) of danse (2) of section 17. 
pTircliase, sell or discount any bills of exchange or promissory notes drawn, 
and payable in India and arising out of bond fide commercial or tiaide 
transactions, bearing two or more good signatures and niatiiring within 
ninety days from, the date of such purchase or discount, exclu.sive of days 

'■.of , 'grace. . ' ' ■■ ■ ■ ' 

19. Save ns otherwise provided in sections 17, IS and 45, the Bank may 
not — 

(1) engage in trjuio or otherwise have a direct interest in any ef>m- 
mercial, industrial, or other undertaking, except such interest as it 
may in any ivay acquire in the course of the satisfaction of any of its 
claims: provided that all such intere.sts shall be disposed of at the 
earliest possible moment; 

(2) purchase its own shares or the shares of any other bank or of 
any company, or grant loans upon the security of any such shares; 

(o) advance money on mortgage of, or oflieiwvi.'se on the seciirity of, 
immoveable pro'porty or documents of title relating tlicreio, or becoirie 
the owner of imiiioveablo pro'perty, exeej>t so far as is iKK'eFisa rj' for 
its envE business premises and residences for its officers and servaiiis; 

(4) make uiiseciirt?d loams or advances: 

(5) draiv or accept bills payable otherwise than on demand; 

{Q) allow iiiit»re.si (ui deposits or current accounts. 


CHAPTER III. 

Central B.^nkino Functions. 

Belaihiis of ihe Uunh with the , Secretary of Stair in Coiaa-H, the 
General in Council^ and Local Go'cernmrnfs, 

20. The Bank' shall undertake to accept monies for account of the 
ScHwetary of State in Council and the Ctovernor-Geiieral in Creincik ‘‘md 
such Local Go verm non is as may have the custody and management of 
their own provincial revenues, and to make payments up to the ainomit 
standing to the credit of their accounts respectively, ant! to carry out 
their exchange, reniittaneo am! other banking operations, irndudnig the 
liiaiiagcuiKUit of Ibe piiblie debt, on .^ueh conditions as may be agiml upon. 

21. — (1) The Goveriior-Cenerai in Council and such Local Govermneiils ais 

may have the custody and management of their own provincial Tovomm 
shall undertake to entrust the Bank, on sneh conclitiouK as may be agioHnl 
upon, iwiih all their wimiey, remiltance, exchange and banking traiif'actioiw 
ill India and elsewliore and, in particular, to deposit free of interest all 
tbeir cash balances with tha Bank : ■ , 

Provided that nothing in this subsection shall prevent the? Goverin.ir* 
Goiieral in Omineil or any 'Local Govarnment from carrying on nnuicy tram- 
.sactions at Goveimiuent treasuries or. sub*treasiiries at places where tlie 
Bank has iiO' branches or agencies, and the Oo%*enKir*Genefal in Council 
line! Local G 0 vemiyc»rits may hold at such treasuries and sul>trefiHiirics Midi 
balances as they may require. . ^ \ ^ , 

(2) Tim Governor-General in Cauncil sad each'l40ca! Oovernment shall 
undertake to entrust the Bank^ <m 'such-.eanditlons as may be agreed upon, 
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iviili the Tiijuiageiiient of the public debt and with the iwsiie of any new 

■■■■ICKlllS.: ■ ■ ■ ' ■ 

Note Issue, 

22. — n.) Hie Bank shall have the sole right to issue paper money Mn 
Brih'^'b hit'lm, and inay, for a period of one 3 'ear from the date on which 
tbis (Jlmplor comes into force, issue currency notes of the Governinent of 
India .supplied to it by the Oovernor-General in Council^ and the provisions 
of iliis Act applicable to bank notes shall, unless a contrary intention 
appears, apply to all currericy notes of the Government of India issued 
eiiher hy the Governor-General in Council or by the Bank in like inamicr 
as if Hueh currency notes were bank notes, and references in this Act to 
bank shall be construed accordingly. 

(2) On and from tin? aforesaid date the Governor-General in Council shall 
not issuti any currency notes or any other kind of paper money. 

2‘k-” Cl ,; The issue of bank notes shall be conducted by the Bank in an 
Issue wliich shall be separated and kept wholly distinct from 

the Banking Beparl merit, and the assets of the issue Departiiicub shall not 
he sulrjfH'i to any liability other than the liabilities of the Issue Depart- 
moiii as hereinafter dehned in section 32. 

(2) 1.lio Issue Department shall not iB.sue bank notes to the Banking 
DepartUKuit or to any other parson except in exchange for other 
Imnk notes or for such coin, bullion or H«3curitie3 as are permitted by 
tills Act, 1o form part of the .Reserve, 

24. Bank notes shall be of the denominational values of five rupee.s, ten 
rupees, lifly rupees, one hundred nipc'cs, fu'c hundred rupees, one thousand 
rupciis and ten thnusaud rupees, and of such other denominational values, 
if any, as may Ik? directed hy the Govmaior-Goneral in CouaeiL 

25. The design, form and material of bank notes shall he such as may 
be appi'ovcd hy the Governor-General in Council. 

|T) SuhJ»-'et to the provisions of subsection (2), every bank note shall 
be legii! tender at any place in British India in payment or on account, 
for the amoimt expressed therein, o,nd shall be guaranteed by the Governor- 
Geatu’al in CouuclL 

(2) llie Governor-General in. Council may, by notiheaiiou in the G-azette 
of Ifulia, clmlaro that, %vith effect from such ilaie as may be specified in 
the notification, any series of bank notes of any doaoniination shall cease 
to be legal tender save at- an ofEce or agency of tbe Bank. 

27. ^ Any bank note re-ksned from any office of the Bank shall he sterilised 
and (lisinfcfcted before te-ksue, and the Bank shall not re-issue hank no-tea 
which arc toroj defaced or excessively .soiled. 

28. Nfiiwithstandmg anything .contained in any enactment or rule of law 
to tlie 1 ‘outraxy, no f>erson 'shall of right be entitled to recover from the 
Govcri'ior-Go.neriil in CouiieU' or .the Bank the value of any lost, stekn, 
mutilated or imperfect currency note of the Qommmmt of' India or bank 

ided that the Bank may, iwith the previous sanction of the Governor- 
^neral-in Council, pr^nlte.,;'the''' 0 ircnmiteftCi» in and the coiiclitions ' and 
llmititiom suhieot te whIek''iM:Tldii« <of inch currency notes or hank notes 
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rrohihltiori of issue of Private Bills or Notes payable to Bearer on- demand. 

29, No person in Britisli India other than the Bank oi% as expressly 
iinthorised by this Act, the Governor-General in Council shall draw, accept, 
make or issne .any bill of exchange, Imndi, promissory note or engagement 
tor the payment of money payable to bearer on demand, or borrow, owe or 
hike up any sunts or sums of money on the bills, hniidis or notes payable 
10 bearer oti demand of any such, xierson : 

Provided that checjoes or drafts payable to bearer on demand or otlnm- 
wiso may be drawn on a perons^s account with a banker, slirolf or agent. 

30. — (1) Any person contravening tlie provisions of section 29 shall, on 
cnovietion by a Presidency Magistrate or a Alagistrate of the first class, 
!m punishable with lino ispiai to the amount of the bill, hnodi, note or 
engageanent in res})ect whereof the offence is corurnifcttKi 

(2) No proscention, under this section shall be instituted exc€?pfc on 
complaint made by the Bank. 

’ Asset.$ of the Issue Department , 

3L— (]) The Reserve shall consist of gold com, gold bullion, gold M'ciiritics, 
rupee coin and rupee securities to such .aggregate amouni as is not less than 
the total of the liabilities of the Issue Department as hereinafter defined, 

(2) Of the total amount of the Reserve not less than two-fiftlrs shall 
consist of gold coin, gold bullion or gold securities: 

Provided that, the amouni of gold coin and gold bullion shall not at any 
time be less tlmn ihiriy crores of rupees in value and shall not b<^ lews than 
OTO“fiffch of ili(^ total amount of the Reserve after the end of itic fifth yeafj 
or than omxinarlcr of the total amount of the Reserve after the end of the 
fcnih ycitr, frum the date cm which tlUxS Chapter immcs into force. 

{B) llie reiiiaiuder of the Reserve kIkiII he held in rupee coin, ffowniment 
of Imlia rupee securities of any maturity and such bilk of i^xehnnge nod 
promissory note.*?; drawn and payable in British India as are eligible for 
purchase by the Bank under sub-elause (Vi) or siib-dause \b) of da use (2) 
of section 17 or under section 18: 

Provided that the amount held in rupee coin shall not excoecl— ' 

(rt) during the three years after the date on which this Chapter 
comes into force, ninety-five erores of rupees, 

(h) during the next three years, seventy-five erores of rupees, 

(f) during the next four years, sixty erores of rupees, and 
id) fifty erores of rupees thereafter, 

or fjiii‘-tenih of the total amount of the Reserve, whichever amount is 
greater : ■ ’ . 

Frovidix! further that the iimoiint held -in Government of India rupee 
sefuiritii's hIuiII not at any time exceed one-fourih of llio total amount of the 
Reserve or fifty exores of rupees, wdncliever amount is less. 

(4) For the purpases of this section, gold coin and gold hull ion slmll he 
yaliKxi at 8'47512 grains of fine gold per rupee, rupee coin shall be vaiued at 
its face value, and gold and rupee securities shall lie valued at the market 
rate for the time being ohiaining. 

, ' (B) Of th,e gold coin and gold bullion held- iti- the, Reserve not less tlian 

/ ! seventeen-twentieths shall be hehl in British India, am! all gold win 
/ tad gold bullion fonniiig part of tha.Roterve shall be held in the custody of 
il® agencies 
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Provided that gold belonging to tlie Bank whicli is in. any otber bank 
or in any mint or treasury or in transit may be reckoned as part of the 
Meserve.'' ■ 

((>) For t!ie purposes of this section^ the gold securities which may be held 
a'-’ part of the Keserve shall be securities of any of tbe following kinds 
payable in the currency of any of such gold standard countries as may Jie 
specified in this behalf by the Governor-General in Council by notilication 
■ c, ill /fiiB Gasette. of ■ India,, namely I — 

(a) Imlances at the credit of the Issue Department with a bank which 
h\ the principal currency authority under the. law for the time being 
i !5 force -of sucli country, or with any of the Federal Reserve Banks in 
the United States of America; 

rb’j hills of exeliange boa.ri]ig two or more good signatures and drawn 
on and payable at a place in any such country and having a maturity 
noi. exceeding ninety days; 

(e) securities maturing within hve years of the Government of any 
part of His Majesty’s dominions which is a gold standard country or 
of any other gold standard country specified in this behalf by the 
Governor-General in Council by notification in tbe Gazette of India : 

Provided that, for a period of two years from the date on which 
this Chapter comes into force, — 

(i) any of such last-mentioned securities may be securities 
maturing after five years, and tlie Bank may at any time before 
the i^xpiry of that period dispose of such securities notwith- 
standing anything contained in section 17, and 

(ii) sterling securities of the Government of India may be held 
as part of the Reserve. 

LinhiViiieft of the Issue Deparbnent, 

3‘i. — (I) The liabilities of tbe Issue Department shall be an amount 
equal to the total of the amount of the currency notes of the Government 
of India and bank notes for the time being in circulation and of an initial 
amount of forty erores of rupees for the purpose of providing for rupee 
rodempiion, which last-mentioned amount shall be reduced by one rupee 
for every five rupees delivered to the Governor-General in Council under the 
provisions of section 34, and shall h& increased by one rupee for every 
five rupees received from him under section 35. 

(2) For the purposes of this section, any <mrreney note of the Govern- 
ment of India or hank note- which has not beoii presented for payment 
within forty years from the 1st day o.f April following the date of its 
issue shall be deemed, not to_be in circulation, and the value thereof Bha'II, 
iiotwlth8tandi.ng anything contained in sulisection (2) of section 23, be 
paid by the Issue Bepartmeiit to the Governor-General in Council oi* the 
Banking Department,- as the case may be; but any such note, if sub- 
ser|iiently presented , for |>a 3 ’‘ineiit, shall Im paid by the Banking Depart- 
ment, and any such payment -in the ease of a currency note of the Govern- 
ment of Iridia shall ^ be debits’ to the Govornor-General in Coiineil, 

^ - ■ ;; ' '"iniiml \ Awts- uni LmbiU ties, 

' SS.' On the date oh; whibh this , .Chapter oomes into force, the Issue 
, ' Dopiitiiiitiit ihtll tak# oyer ■■ from , the ‘ Governor-General in Council the 
■ for ^ all Hi# -‘Oiurpsndy'.iiiotei 'Of the Goviminent of India for the 
tint*' Ming 'la _ the Governor-General in Council shall 
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transfer to tlio Issue Beparament gold coin, gold bullion, gold scciiriiies, 
rupee coin and rupee securities to such aggregate amount a,s is equal to 
tliC 3 total {if the amount of tlie liability so transferred and of a sum of 
forty {*roreh 3 of rupees. The coin, bullion and securities shall be trails™ 
ffU’i'ccl in such inaqiortion as to comply with the requirements of section 31 : 

ProrifJed that the total amount of the gold coin, gold bullion and gold 
svraiarJe.- so transfer red shall not be less than one-half of the whole juiKHint 
transferred. 

of (Join, and of different Forms of Letjal Tender Onrrencf/, 

84. The Biink may deliver to the Governor-General in Council all rupee 
coin held fiy it in exims of the amount which the Issue Departitsmit Is 
periniticfl to hold as part of the Reserve under section 31, against pay- 
ineni of four rupees in bank notes, gold gold sceurities for ev*Ty five 
rupees so delivered., ' 

33. Wluui the ainmint of ru|H^e coin for the time being held in the Reserve 
does not exceecl twenty-live crores of rupees or ime-tcnlh of the total 
amount of the Reserve?, whichever is greater, the Bank may demaiicl deli- 
very of rupee coin fisnii the Governor-General in Council, on payment of 
four rupees in bank notes, gold or gold securities for c.wery five rupeefi so 
delivered.., . 

3d. The Govenior-General in Council shall undertake not to re- issue 
any rupee coin delivered under section 34 nor to put into cirmdation any 
now rupi,?c?s,, i^xeept tiirough the Bank and on the Bank’s demand; and 
the Bank sluill iniderfake not to dispose of rupee coin otherwi??© than for 
ilio piirpnsc.s of ciixuilation or by delivery to the Goveruor-Gtuieral in 
Council under that section. 

3.7, The Banli sliall is'-me rupee coin on demand in extdiange for currency 
notes of the I'kiverninent of India, and shall issue currency nofies or bank 
rioIcK on ilctmiiid lit exchange for coin wddeh is legal tender under tiic 
India, II Coinage Act-, and it shall, in exchange for currency notes or 

bank notes of five nipees or u|>wtsvds, supply currency notes or hank nok?g 
c»f low'er value or rupees or other coins which arc legal tender under the 
Indian Coinage Aei, 19116, in such quantities as may, in the opiukni of the 
Bank, be rcfpiirecl for idrculathin ; and tlio Governor-General iti Council 
shall, subje-efc to ilie |irnvjsions of section Bo. supply such rupees or other 
coins to tlie Bank on deinaud, Jf the Go\’C3rnor-Goneral in Council at any 
rime to disehnrgo this dutyj the ‘Bardi shall be rc1eaF.ed from its 

^ddigation Co sttpply siiili coins to the ,puMio, ' 

(Jhlifiation to seM iJoM and (Jfjld.E^eehange, 

38.— (1) The provishms at this semtion shall have elTcct froni siieh date, not 
latiT than the Ist nliiy of July, 1931, ns the' Oovernordlencral in Council 
may, hy mdlfumtiou in the Gazette of India, appoint: 

ProvidiHf ll'inti the Govern or-Geneml in Council may,^ by lioiifieatioi! in the 
Gawtte of India stating Im reasons for such action, substitute for thc'' year 
1931 in this Kcrlhwi iiu? year 1932; and may, by like notifications, make two 
further mwmve mibstitutioiis of -the years 19SS and 1934* 

(2) Ilie Bank shall sell gold hullion for delivery Jn Bombay to arty person 
who makes a demand in that , behalf at ite ■otlye at 'Bombay, Calcutta, 
ACadras, Rangcx)n or Delhi and pays'" in" legal, .tender 'curreimy the 'purchase 
prk» a« dotermiBCfd rincler the provisions of' this soeiion; ' ; . ^ 
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Providc-id tliat no person shall be entitled to demand , an amount of gold 
hiillioiJ eoiilaiairig less than two hundred and fifty tolas of fine gold. 

(3) The price of gold bullion for delivery in Bombay shall be twenty “One 
rupees, three annas and ten pies per tola of fine gold with an addition repre- 
senting iwiec the normal cost per tola of traiisteiTiiig goki bullion in bulk 
from ikuuhay to sneh place in' a. 'gold standard country , as may be specified 
in this behalf by the Governor-General in Council by notification in the 
Gazelto of India, including interest on its value during transit: 

Prorifh'd iliat no such addition shall be made when the urate at which the 
cmrreney of the country in' w^hich the place so specified is situate can be pur- 
chased in Bombay for immediate delivery at that place is such that the 
CTpiivalent of the* price at [which the principal currency authority of that 
<a>untry is bound by law to give gold in exchange for currency is less than 
twenty-ono rupees, three annas and ten pies per tola of fine gold by an 
amointt equal to or greater than the norm ai cost per tola of traiisfewring 
gold bullion in bulk from the specified place to Bombay, including interest 
on its value during transit. 

(4) The Governor-General in Council shall from time to time determine 
in aecordaiice with the provisions of subsection (3) the price at 'which the 
Bank shall sell gold bullion for delivery in Bombay and shall notify the price 
so determined in the Gazette of India. Such notification shall be conclusive 
as bei.ween the Bank and any other pei‘son ae to the price which the Bank 
shall be entitled to charge in respect of any sale of gold bullion. 

39 . — {}) The Bank shall sell, to any person who makes a demand in that 
bidmif at its olfice at Bombay, Calcutta, Madras, Rangoon or Delhi and pays 
the punhasG price in legal tender currency, at a rate equivalent to twenty- 
one rupees, three annas and ten pies per tola of fine gold, the currency of 
such gold standard country as may be notified in this behalf by the Governor- 
General in Gouncil in the Gazette of India, for immediate delivery in that 
counixw : 

Frovi<kd that no person vshall be entitled to demand an amount of cur- 
rency of less value tlmu that of tw^o hundred and fifty tolas of fine gold. 

C2) For the purpose of determining the equivalent rate applicable to the 
sale of currency under this section, twenty-one rupees, three annas and ten 
pies Miall be deemed to be equivalent to such sum in that currency as is 
required to purchase one tola of fine gold in that (.‘ountry at the rate at 
which the principal currency authority of that country is hound by law to 
give currency in exchange for gold, after deduction therefrom of an amount 
repi*<"^ienting the normal cost per tola of transferring gold bullion in hulk from 
Bombay to that country, including interest on its value during transit, 

(3) The (Wernor-Geners! in Gouneil shall from time to time determine 
the equivalent rate In accordance with the provisions of subsection (2), awl 
shall notify the rate so determined in the Gazette of India. 


Obligation to hup Gobi 

40. Tlie Bank shall huy,- from any person who makes a demand in that 
'behalf at Its office in Bombay, .Calcutta, Madras, Eangoon or Delhi, gold 
.bullion f or^ delivery in Bombay at the rate of twenty-one rupees, three annas 
m4 ten pks per tola of .fine. gold,, if such 'gold is tendered in the form ol 
lari containing not less than two hundred and fifty Mas of fine gold : 

Provided that the B'ank afaall.he entitled to require such gold bullion to be 
;|iiilter^;.a«ayed^ persons approved by the Bank, at the 
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Husppnsion of Reserve Hequiremenis and Tax on Note Issue. 

41. — (1) Tlje Bank may, with the previous sanction of the Governor-General 
ill rooJicil, for periods not exceeding tiu’rty days in the first instance, ivjiicli 
may. viilt the like .sanction, bo extended from timo to time by periods not 
cKtvcdinp, fiftoen days, hold in the Reserve gold coin, gold bullion or gold 
•‘“rii rilin'* i)f less aggregate ainoimt than that rtqioml by subsection (li) of 
'•eel ion 31 and, whilst the holding is so riHiiieiKl, the proviso lo that sub- 
see lion shall v&asb to be operative. 

(2) In respect of any poritkl during which the holding of gold coin, gold 
bullion and gold scjcurities is retluced under subsection (1), the Bank shall 
pay to the Governor-General in Omiiicil. a tax upon the amount by whicdi 
s?n*fi Iiolding is redueed behnv the niininuim prescribed by hubseiiion ah of 
section 31; such tax shall be payable at tin* hank rate for the time Inung in 
force, with an addition of one per cent, per aiinum when such hokling 
exceeds thirty-two and a half per cent, of the total amount of the Reserve 
and of a further one and a half per cent, per annum in Tcspect of every* 
further decrease of: two ami a half per cfent. or part of such decrease. 

Provided that the t-ax shall not in any event be payable at a rate less 
than six... .per ce.nfc.,. per .anniim. .... 

42* The Bank Himll not be liable to the payment of any stamp duly liuder 
the liidian Stamp Act, 18(111, in respect ol' hank nott»,s ksued hy it. 

Duration of the Fmyllege of Koto hsue, 

43* If at any time the Bank fails to comply with any provision, of 
tilth Cliiipler or with imy other provision of this Act, the Oovernordhmera! 
ill fViiiicil iiuiV! iioiilicatioii in the OavaHie of fndia, dcckire that the 
Bank has forf\nicd the right of note issue, and Hindi thereupon lake over 
tlie lijibilities of tlie Issue Department togidlmr with Hueli portion of Hm 
assets of ihe Bank as is required to meet such iiabilities, ami tliemd'tcr 
the husiiicsH of the Issue Department shall Iw carried on in the manner 
pre.scTibcul by this Act by such agency as the Governor-General in C.lmincil 
may determine. 

Cash Destrees fo he mainiained hg hanicM, 

44,— fl) Every schwluled bank shall maintain a balance with the. Reserve 
Bank the amount of which shall at no time bo less than seven and onodmif 
p«.‘r cent, of the daily average of the domimd and iwm and one-half per 
cent, of ihe daily average of the time liabilities of such, bank in. IikIuu 

(2 1 For the purposes of subseetion (1), the daily average of the ammints 
of i.lio deiiiiand and time liabilities of each Echedulotl bank: Hhall be com- 
putecl in respect of each period eadiug' on ihe ifteentb ami on the hiHt day 
of each month. . . 

(3) Every such bank shall send to the Goveraor-Geuerat in Gmimdl and 
to the -Bank a monthly return. Aligned by- two responsible nfllcers of such 
bank, slumnng— 

(a) the aiiiounis of its demand and tima liabilities respectively ia 
India, 

(b) the total ammint held' in Ihdia in mirrancy notes of the Govern- 
ment <d India and bank notes, 

(c) the amounts held in India 'in ■‘rupee 00111 and sulwidiary eoia 

.respectively, ' ' ' 

I23P , , , 1 ,■ 
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(d) the amoimts of advances made and of bills discounted in India 
respectively, ami', 

(c) the balance held at the Bank, 
at th(‘ close of the month to which the return relates. 

(4) Every such return shall be sent not later than fourteen days after 
the close of the month to which it relates and shall state whether the hank 
ims during that month maimained with the Reserve Bank tho minimum 
balance required by subsection (1). 

(j] .l!sy bank failini:^ to comply with the provisions of subsection (3) or 
subs(‘etion (-B shall be liable, on application made by or on behalf of tho 
(dovernor-deneral in Council to the princij)al Civil Court having jurisdiction 
in a place where an office of the bank is situated, to a penalty of one 
hundred rupees for each day during which the failure continues. 

(6) When it appears from any such monthly return or from a report of 
the Board that any scheduled bank lias failed to maintain the minimum 
balance required by subsection (1), the Governor-€tcneral in Council may 
call for such further return, or make such inspection of the books and 
accounts of that bank, as may be necesssary to ascertain the amount of 
the deficiency, if any, and the period during which it has continued; and 
a hank so in default shall be liable, on application made by or on behalf 
of the Governor-General in Council to the principal Civil Court having 
jurisdiction in a place where an office of the bank is situated, to a penalty 
at a rate per annum which shall bo three per cent, above the bank rate 
on the amount of the dehcioncy for each day during which the default has 
continued, and shall he raised to five per cent, above the bank rate after 
the first seven days of the deficiency, 

(7) 'rho Governor-General in Council shall, by notification in the Gazette 
of India, direct the inclusion in the First Schedule of any company, not 
already so ineliided, wffiich carries on the business of banking in British 
India and which-— 

(a) is a company as defined in clause (2) of section 2 of the Indian 
Companies Act, 1913, or a coiqioratioii or company incorporated by 
or under any law in foi'ce in any place outside British India, and 
(h) has a paid-up capital and reserves of an aggregate value of not 
less than three lakhs of rupees; 

ami shall, by a like notification, direct the exclusion from that Schedule 
of any scheduled bank the aggregate value of "whose paid-up capital and 
reserves at any time la^comes less than three lakhs of rupees, or which 
goes into liquidation or otherwise ceases to carry on banking business. 

Agreement with the Imperial Bank of India, 

415. The Bank shall enter; into an agreement with the Imperial Bank of 
India, which shall be subject to the approval of the Governor-General in 
Ooimcil and shall be expressed to come into force on the date on which 
this Chapter oomes into, force and to remain in force for twenty-ive 
years and shall further,' oontain the provisions set forth in the Second 
Schedule. 




^/''CHiFTISR IV. . ' J 

^ ;0iHBhAn Provisions. 

• liesiTM' izftd AUgcafion gf Surplus, 

Iw^bad and. doubtful debts, depreciation in 
u, superaiiBuatlon _^funds, and such other 
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coiitingFiieics as are usiiafly provided for by bankers, and after payment 
out of tbe net annual profits of a cumulative dividend at the rate of five 
per cent. I'ler anoimi on the share eapitalj tbe surplus shall be allocated 
as follows : — 

O'? I oiH'-half to a Heserve Fund, until such Beserve Fund is <.‘C|ual 
to oiiedinll of the share capital, and the remaining; one-half to the 
Cnveriior-Ceneral in Coiineil ; 

(Jt) tliereaftur, until tint Beserve Fund is equal to the share capital, 
ono-tenth to the Beferve Bhind, and the balance to the Oovcnior-General 
in CminciL and 

(r) when and for so long as the Eeserv<'! Bhind is not less than the 
share <-apita], a portion to an additional dividend to the sluirelioklers 
cahmlaied on the -calc set forth in the Third Schedule, and tin* balance 
to tbi‘ (*overnor-Oenera.l in Council : 

Prendded that, so long as the Beservo Fund is less than the share capital, 
not less than fifty lakhs of rupees of the surplus, or the whole of the surplus 
if less than that amount, shall he allocated to the Ee«erve Fund. 

. Bm-h Baft, . 

47. The Bank shall make public from time to time the minimum rirto 
at which it Is prepared to buy or rediscouni bills <d' exchange or other 
commercial paper eligiblo for purchase under this Act. 

Audil. 

Hot lr*ss iiian two auditors shall ba elected and their remunera* 
tioTi fix'id at the annual general meeting. The auditors may Ik? share*" 
liohlerv., but no dirt^eior or other officer of tbe Bank shall be eligible during 
liiM <Mmli nuance in otikic. Any auditor shall he eligible for re-<?lcctkm on 
qfifttiiig office. 

(if) 1’he first audiiors of the Bank may he a|,»pointed by the Board bidoTe 
thc 3 first annual general meeting iuk!, if so apimintcil, shall hold office; only 
until that mi^efcing. All auditors elected under this sectiem shall severally 
be, and continue to act as, auditors until the first annual genera! meeting 
after their Tespective elections : 

Provided that any casual vacancy in the office of an^’ auditor cdeetCHl 
under this fieefcion may he filled by the Board. 

49. Without prejudice to anything contained in section 48, the Governor* 
GemTol in Council may at any time appoint such auditors as he thinks lit 
1.0 cAaiiiim? and rcfwt upon the accounts of the Bank. 

otj. E\ery aiuiiior filmll be supplied with a copy of the annual 

halanre-Hheet, ami it shall be his duty to examine the same. toKellier w*itJi 
the aeeounts and vowhers relating thereto.; and every auditor shall have a 
list delivered to him of all books kept by the Bank, and shall at all reuBOU- 
ahle timcH have aceeKs to t.he books, accounts and other doeuinonts of the 

Brink, and itmy. at the expense of the. Bank if appointed by It or at the 

expense of the Governor-Genera! in Guuncil if appointed by him, ernpkiy 
accoimtantB or other jxfrHona to assist him in investigating such acccuinte, 
and may, in relation to sueh accounts,- exainina any BIrecter or oficer of 
the Bank. 

. (2) The auditors sliiill make a report to the sharehoMers or to the 

Governor-Genwal in Council^ as the case' may be, upon the animal balanee- 
sheet and accounts, and in'every^ such report they shall state whether, in 
their opinion, the balance-sheet ik a fuli'and Mr bakncMheet containing 
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aisd eorroct \iew of tjie state ‘ ■Rnard. whetlier it 


and eorroct view of tne state or ‘ ^ ^ Board, whetlier it 

^■alk'd tor any is satisfactory Any such report made to 

ddie 'aiHiijal ■ 


Beturns. 


n™i"f i » '\r‘r ““st 

;n,r ;:':=r'-r >?' fS = 

afvomils to !k- |>uli!isli.xl weekly m the Gazette of India. , . , , v 

/i'n /y also within two months from the date on which the 

U) ihe L^tiik " ’pn-nV closed transmit to the Governor-Cxeneral 

annual tt- accounts signed by the Governor, the Deputy 

m Oouncl a «««: f f of the Bank, and certified hy 

!;;:rSo;sri..cl the Oov;rnor-General in Council shall cause such accounts 
to he published in the Gazette of India. 

Gil The Bank shall also, within two months from the date on which the 
anmnil accounts of the Bank are closed, transmit to the Governor-Genera 
irCouncil a statement showing the name, address and occupation ot, and 
the number of shares held by, each shareholder of the Bank. 


Liquidation, 


Nothing in the Indian Companies Act, 1913, shall apply to tlie 
Bank and the Bank shall not bo placed in voluntary or c-ompulsory Iiquida- 
tion save witli the sanction of the Governor-General in Council and in such 
manner as ho may direct. 

(2) In such event the Koserve Fund and surplus assets, if any, of the 
Bank shall he divided lietween tlie Governor-General m Council imd uhe 
shareholders in the proportion of seventy-five per cent, and twenty-five per 

cent, rC'Spcjctivoly* 


Begulations, 

The Board may, with the previous sanction of the Governor- 
General, in Council, make regulations consistent with this Act to provide 
for all matters for which grovision is necessary or convenient for the purpose 
of giying effect, to the provisions of this Act* 

V ' (2) In particular mi without prejudiee to the generality of the foregoing 

V'j'; provision, such regulations may. ‘provide for all or any of the following ■ 

^ ; matters, namely 

■ (a) the mainteaanee of the share register, the manner in which and 

file conditions subject. to which shares may be held and transferred, and,/ 
, ■' generally, all matters relating to the rights and ditties o! shareholders ; 

“ (5) tlie manner In which general meetings shall be convened and the 

; h‘V‘>-''Vy procedure to ‘be followed thereat s 

(c) the manner in which motices may be served on behalf of the Bank 
■' ‘ upon shareholders _ of. bther persons; ^ 

_ (4) the manner which the business of the Board shall be transacted,, 

* w-f;- ^^4 -1111# p fo^idiiWr'tp . be/foiewred' ;at ' mietings thereof ; ' i 


.-r sui ' 11# p wcidiii*t 'to »/ fffilcwrw' ;at ' mietmgs mere 
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(c) the estabiisliment of Local Boards and the delegation to such 
Boards of powers and functions; 

the constitution and management of staff and' ^ super an nuatioh 
fuiiils for the ofBcers and servants of the Bank;' ■ 

(jj) the manner and form in which contracts hinding on the Bank 
may Ik txe(‘ui<3d; 

iii) tin? provision of an official seal of the Bank aniltti:i6'' 3na3inetr'- 
'.eflhet 'Of 'its use;' . 

ii) the maiuiier and form in which the balance-sheet of the Bank shall 
!h:i drawn up, and in which the accounts shall be nuiinlained ; 

ihe circumstances in whiclu and ihe conditions and limitations 
suhject to which, the value of any lost, stolen, mutilated or imperfect 
currency note of the Government of India or bank note may he refunded; 
", and ' . 

(k) generally for the efiieient conduct of the business of the Bank, 
.4 w end men ts an d lie peal . 

5'4,. Ill . the' inilian . Act, 1906., ' for section 11 the loll(,nviiig sectioii 

shall be substituted, namely:— , , ' ' ■ 

**’ 11, Ckdd coins, coined at His Alajesty’s Royal Mint in Euglarwl or 
fti any mint establitlicd in j>urvsnanec of a pruclaimition of flis Alajesty 
IIS It branch of His Afajesty’s Royal Mint, shall not be logu! tender in 
British India in payment or on account, but such coins shall he re- 
ceiveil by the Reserve Bank of India at its offices and agencies in India 
Al: the bullion value of such coins eaieuialeci at the rate of 8.47/512 grains 
troy/ of.''; hue,' gO'lci - per, 'riipee,*^*;'/; ■;■■■/■■' , ;/ ■ ' . 

The India fi Paper Currency Act, 1923, and the Currency Act, 1927, are 
hereby rcpc-aled, 
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THE BTEST SGHEHULBl. 
[iS’ee section 2 (m),] 

■■ 'SCHEDULB OB' BANKS, 


Bank, B’yzaljad, 

AlbiluiiiUil iBwik. 

AHiericaii Express Qompaiiy Tacor- 

poratecL. 

Baiit-u Nueioual Ijltrainariiio, 
Buiigakire Bauk. 

Bank ui Baroda, 

■ Bank .'Of Beliar, 

Bauk td iiidia, Bombay. 

'Jiiuik of ' Morvi, 

Bank oi Mysore. 

Bank id Taiwan. 

,Bari Doab Bank, Laiiore, 

Benai'es Bank,,, 

Bbar&ava Uounnertdai Bank, 
B'howaniponi Banking Corporation, 

, Cakmtta, 

Bombay Mordiante’ Bank, Bombay. 
Byopar Sahayak Bauk, Meerut. 
Cauara Bank. 

(koural Bank of India. 

Chartered Bank of India, Australia 
and China. ^ ^ 

Chota Nagpur Banking Association. 
Coimbatore Town Bank, 

Coinptoir 'National cl’Eseompte d.e 
Baris. 

Bawsons Bauk, Fyapoii. 

Eastern Bank, 

Kiiui table 'Eastern Banking Corpor- 
ation. 

Grindlay and Company, 

Hongkong and Shanghai Banking 
Corporation. 

v"' Imperial Bank, of India. 

Imperial Bank of Feraia. 

Tttrl'Jttti 'Iturdr 


Industrial Bauk of Western India. 
Jalpaimiri Banking and Trading 

Corporation. 

ICaraehi Bauk, Karachi. 

Karuaui industrial Bank. 

Lloyds Bauk. 

.Lyailiuir Bank. 

Mercantile Bank of India. 

Mitsui Bank. 

Muifassil Bank, Gorakhpur. 

Mvsore Industrial Bank. 

Niunboodiri Bank, Failippuram. 
National Bank of India. 

National City Bank of New York. 
Nederiandsche Indisohe Handels- 
bank. 

Nedcriandsche Handel - Maats- 
cbappij . 

Nedungadi Bank, Calicut. 

Oudh Commercial Bank, 

P. and 0. Banking Corporation. ^ 
People’s Bank of Northern India. 
Punjab and Kashmir Bank, Rawal- 
pindi, 

Punjab and Sind Bank, Amritsar. 
Punjab Co-operative Bank. 

Punjab National Bank. 

Shiiotri Bank, Bombay. 

Simla Banking and Industrial 
Company. 

South India Bank, Tinnevelly, 
Sumitomo Bank. 

Tboma.s Cook and Sons. 

Union Bank of India. 

IT. Rai‘ Gyaw Thoo and Co., 
Akyab. 
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THE 'SECOND SCHEDULE. 

(See section Ao.) . ■ 

trovrsions to he eontained in the Agreement hetweeii the Beserve 73anh of 
India and the Imperial Bank of India, 

1. 'fli-' Imperial Bank of TncHa shall be the sole agent of the Reserve 
Ibifik of Irsdia at all ])!aees in British India where there is a branch of 
the lii^perial Bank of India and no branch of the Banking Department 
of t-he Reserve Bank of India. 

2. In consideration of the* performance by the Imperial Bank of India 
on lududf of the Reserve I^ank of India of the functions which the Imperial 
Hank of Imlia was [a*riormiiig on behalf of the Governor4h.merai in 
(‘ouncil at the ])iaees n'ferrcd to in clause 1 before the corning itito force 
of the Reserve Bank of India Act, 1928, the Reserve Bank of India shall 
pay to the Imperial Bank of India a commission cale’nlated on the total 
of the receipts and disbursements dealt with annually on account of 
Governm<*nt by the Imperial Bank of India on behalf of the Reserve Bank 
of India. Such commission shall be one*six teentli of one per cent, on the 
first crores of smdi total and one thirty -se<*oiid of one per cent, on the 
remainder. 

B. Buhject to the condition that the Imperial Bank of itsdia Hhali keep 
open branchcu not lass in number than those existing at the time of the 
coming into force of Ific Reserve Bank of India Act, 1928, the Reserve 
Bank of India sfiall albiw Ihe Billowing balances to the Imperial Bank of 
India at the iniej‘c.4 raies hereinafter specilieti, namely: — 

in) during tlm 'first five years from that time— 3 crores free of mterest; 

Ih) during the next five years— 2 crores free of interest and, at 
the oplitm id the jjiipcrial Hank of India, an amount not exceeding 
! erorr- at 2 p€?r ecni. iper anmma; 

If*) during the iu‘xi iivf3 years— T crore free of interest and, at the 
option of ilie Impmdal Bank td India, an amount not exceeding 2 cj'orcs 
at 2 per cent, per annum: and 

{d) during the next five years— at the option of the Imperial Bank 
of India, an amount not exceeding S crores at 2 per cent, per annuiii. 

4. The Imperial Bank of India f^hall not without the approval of the 
Heserve Bank of India open any branch in substitution for a branch existing 
at the time this agreement comes into foroe. 


THE THIRD SOHEDULl. 

(Bee section 46.) 

Seale of Additional IMvkUnd- payable to SharehoMerB, 

A. Bo long os the share capital of the Bank is live crores of rupees-- 
(1) if the surplus dia's not, exceed four crores of rupees — Nil; 
f2) if the fcurplus cixce*iHls four crores of rupees-- 

(a) out of such mimB up to 'the irst one and a half crores of 
rupees— a fraction of one-thirtieth; 

(h) out of each successive additmnal excess -up to one anti a half 
crores of rupees— imedialf of the fraction' payable out of the next 
fprevkwis one ii half crores of excess: 

Provided that the additional 'dividend shill be 'a multiple of ^one-eighth 
of one per cent, on the share capita^ the' amount of the surplus alloc^sted 
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THE FOimTH SCHEDULE. 

{See section 51.) 

Reserve- Bank, OF India. 

r Af.connt pursuant to the (UArl Standard and Beserve Bank of India 
Act, 1028^ for the iveeh ending on the day of 

Issue Department. 

Assets, 


Liahilitles. 


Bank Notes held m the 
Banking Department' 

Bank Notes in 
eireiilationi 

Total Bank Notes issued ... 
Co’ivenui'ient of India Notes 
in eireulation ... 

Rupee redemption 


Rupee com ... 

Government of India rupee 

„ „ , securiti<:\s 

Intermal Bills of Exchange 
and other commercial 
paper 

Gold securities 
Gold coin or bullion — 
in) held in India... 

(?>) held outside India ... 


Ratio of gold and gold securities to liabilities, 
Dated the day of 

Banking Department. 

LiahilUies, 


per cent. 


Assets. 


Notes. 

Rupee' coin ... ' ... 

Subsklary coin 
Bills discounted — 

(a) Internal 

(1)) External 

(c) Government of India 

Treasury Bills 

■'Bakiices held abroad 
Loans and advances to the 
Govenimcmt 

Other loans and advances... 
.•Investments 
'Other assets " • ... 


Capital paid up.*. 
Reserve Fund ... 
Deposits— 

..^(a) Government 
(l>), Banks ■ 

(r) Other a 
Bills payable 
Other Hah ill ties.,. 




Report of the Committee on Indian 
Reserve Bank Legislation, 


r (Jonthrued, 


't'iieretoi teliig rounded up or down to the nearest one-eighth of one, .per 
cent. -Oil the s,hare capital.-. . 

B. When the original share capital of the Bank has been increased cr 
ivchmed, the additional dividend shall be e'aiciilatecl in the manner provided 
ill clauses H) and (2) above, but the fractio'ii of one thirtieth mentioned 
in .aih.t:l:uisc“{o) of danse (2) shall be increased or dimijiishod in xmoportion 
to the ioereasc or reduction of the share capital. 


RECORD VI 

Statement on proposals for the Constitutional Reform of 
Burma by the Secretary of State for India, on 
Tuesday, the 10th October, 1933 

My f.OliD i-llAlBHAN, 

llaiTiiu h-i. at present a Province of Britisli India. It is, th{?refore, neces* 
to its future Governmciit under the Couiniittee’s Tenns of 

IN'lVre/ite. i iuivo already eireulatod a tentative sketch of a Constitution 
liiinna on the as.'.ionption that it ceases to be a Province of Britisli 
India ami Ihm'ouk's a separate entity. 

■We ha\e, first of all, to decide whether Burma enters the Indian FfTlei-a- 
tiu}i or V, lietiior sh<^ la'cnnie.s a separate* unit outside the Federation. We 
then iiave to draw up a (.Constitution in accordance with our decision on 
this issue. I think, however, that wlicu once the initial decision is made 
oiu* task .should not he very difficult. If Burma eutons the Indian Federa- 
iiort her Constitution niUvSt be the same as that of any other Indian Province, 
ami wc hliould have in do little more than modify tlte allocation of seats 
in the Federal Lc^giHlaiure so as to provide for Burmes(‘ re]H’esentaiion. 

on the other hand, Burma is to lx* separaied, we must still follow, in 
ils main linos, the Indian plan. The f^xpectatious tiial have heen hehl out 
to India apply iH|ualfy to Burma as part of India and Burma lia.s been 
■specifically given io undorKtaml that her prospect of ronsiitutionai advance- 
ment will not he prtdudiced by .separation. Bui in the case of a separated 
Burma we shall lia\o |o pnnide not only for the functions of the prsavincial 
units in Imlia but also (nr the functions of tlie (tmtral Government. The 
fk^nsiihitinu L liavc skeGdiod in the ^Memorandum i.s therefore an adjimt- 
im ni iif iho provisitms td‘ the federal and provincial sections tjf thr Indian 
White Ffiper modilleil in some, hut not many, particiilais to meet the 
^preou Heed, of a Burnni beparatt^I from India. jMcmbers and Delegates 
will hmi that in the proposals which I have circulated iiie points of 
divergcmcc bettvi*eii ilia Burma n ami the Indian proposals are conYe!iientl.y 
shown by the Use of italics, 

.\.s things stand, .Burma is part of India and our Indian <'ol!eagues wall 
maurally wish to Imve an opi»ortnnity of expressing thedr opinions about 
ils future. They will have views not only upon the inclusion or non- 
inclusion of Burma in the hulian FV-deraiion, but ako upon the (juesiion 
V bethcf Burma shouhi bo included in the Indian Focleratkni, as some 
Furman party leaders have demanded, upon s|n"einl terms; for e.xamp1e, 
v'lteilief she should ri'tain for her own use customs duties levied in linrina 
ami wliother she siioobl he free to secede from the Federation at her will. 

There has already bia'm considerable discussion about the future of Burma 
with liuiiaii representatives at the first Indian Bound Table ConfiTcnee, 
But a gocMl deal has aiftcc taken place and our Indian eolteagues may wish 
io giv<» their views on thevse developments. 

1 think I am right in sjiying that the general ccmelusioti on this subject 
at the hfHi Iiidiau Gonf'ereiice was that, if it was the desire of tlw people 
of Biirimi that ilieir tamniry should be separated from Iridia^ Indiuns would 
not oppose* such separation. 

Kow the Committee? wdll no doubt expect to hear something from me 
upon the subject of H«»pnration, and I ^ shall therefore state my cnni views. 
It should not be nca^esHarify toaumed that what I 'put forward as my own 
views lira the inal views of ,Hk Majestyk Oovernment. The whole nuoHfcimt 
of the future goveriiment of India, i;i’’hich,for the present iaeludes Burma, , 
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i'- i!UA in the hands of the Joint Select Committee^ and it wonid not he 
afjpropriaie at this juncture for the Government to declare a defiiiito 
that might appear to prejudice the Committee’s deliborationrs. 
Snhitci lo that I may say quite clearly tliat, after the fullest and most 
r,\n!|>at,liol-ic consideration of Burma’s real interests and aspirations, I have 
croac to ilio two conclusions that were reached by the Statutory Commission, 
imiiiel.y, that Burma should henceforth he separated from India, and tlmi 
the iAcmcral body of Burnian opinion supports separation. 

Tlu‘ id^tory of the separation question in JBirma is not a very long one, 
huloed, the development of any political movement in the 3iiodern sejise 
in Burma is comparatively recent. But it is a question that was bound to 
arise as soon as self-government began to develop in India, and once the 
movmmmt for sc'paration started, it developed wutli considerable rapidity. 

llio Indian Statutory Commission found that Biirman sentiment in favour 
of seimratioTi from India was very general. Every member of the Burman 
Cornmiticc 3 which co-operated with the Commission took this line, and in 
February, 'J92D, a motion in favour of Burma’s separation from India was 
earriol without a division. The Commission reported that from their own 
experieiHT* they had little doubt that the verdict of the Council %vas the 
verdict uf the country as a whole and that tlii« general view did not rest 
im mere seuHmont only but was substantiated by cogent economic con- 
siderations. Not only are the economic interests of Burma and India often 
divergent, hut many of the other matters whicli have preoccupied the Indiaji 
Legislature are of no interest to Burma owing to differences of racial, social 
ami religious outlook. Burma has therefortf taken little interest in the 
procec*^ lings of the Central Legislature, and lier representatives have been 
m<.u'<» and inore reluctant to undertake the long journey to attend sessions 
where their presence is of little practical weight or importance. What 
i.s true alr<auiy will not be less true in tlie future. 

Nevcrtlicless in the last two or three years the natural desire of the peo)>]e 
of Burma for a separate political existence has become somewhat obscure. 

When the clear issue w'as put to the elerdorute in the autumn of 1932, a 

maiority of ujemhers styling themselves anti-soparationi,sts was returned 
and they opposed separation on the basis of the Constitution offered at 
the <md of the FBirma Bound Table Couferenc'e. In the introduction to 
the immufrandum that 1 circulated at the beginning of August, 1 luwe 
ilt‘scribed the events which have taken place since 1931 and I have muumed 
up the evi<!ence by saying that there is an almost luianimous opinion 
in Burnut in favour of ultimate separation from India and against Fed era- ; 

tion on the same terms as the other Provimjes of India. } 

III spite of the apparent oheeurity of the proceedings wdneh took place 
in the Burma legislature I think that the elements of the situation are as 'i 

follows: llio Indian community naturally desire permanent union with ] 

India and on acMxnmt of its strong economic position this Community, which 
oumlwrs less than 10 per cent, of the population, had an infiuenco in polities f 
cnit of proportion to its tiumhars. Apart from this, there is practically no >’ 
opinion in Burma in favour of inoerporation in the Federation on tlio 
, ordinary provincial terms. Where the anti-separatienists differ from the '}: 
atparationisis m that they think thatj after a short iseriod of incorporation 'fj' 
the Indian Federation m special' terms, they will secure better terms \;4 
for a .f^ptraied Burma,' than they would now obtain* Both groups hope 
, to get u more advanta^ue'epBstitution than that outlined In the Prime i;,:! 
Ministtrli 8tateai«t at ; thn '.end of the Burma Round Table Conference* '3 
,_On« group tWtiki' be ‘''achieved by' a temporary continuance^ «^||| 
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of iih' a'^soeiiition of Burma with India. The other has no such hope and 
realises that if Burma becanu^i involved in the Indian Federation she will 
have to stay there. Both groups are equally opposed to iniconditionul and 
IVileration with India, Upon this at least the Resolution 
uuaniuimjsfy l^y the Burma, Council in 1932 is clear. While uii favourable to 
rlic sc'paruiioii of Burma on the basis of the eonstitution offered at the end 
rho IRij’uia Round Table Conferencej it emphatically opposed iiucoii- 
diUunal and permanent federation with India. 

It ah’oady been stated clearly in Parliament tlnit the right of 

M'<'*-s,dou from the Federation, if it could ho granted at all, could not be 
riinited to one fe<ieraiing party. On such a basis no federal system could 
!)«• .siah!(', Si^veral Indian political leaders have expressed themselves in 
this M^'iise and 1 have no doubt that the Joini Select Connnittee will agree 
with me ill saying that .such a. right of secession cannot possibly he granted, 
Om.'e this condition is made finally clear beyond any possibility of doubt, I 
bfdieve that a great deal of the ob.scuirity which has ^urrcmnded the separa- 
tion issue will vanish and that the general de.sire of the pecqde of Burma 
for separaiiou will once more become clear. 

For th^^se reaHcniH I think there can he no real doubt ns to whicdi. the 
Burinaii })eople prefer of the ullernaiives actually’ open to ihem, and I 
have said <?nougii to s^how why my personal opinion is on t!ie sidi» of sepa- 
ration. It will ho a matter for the Committee later to say whetlKU'* they 
agree, I am not pressing them ter an immediatt* deidsion. I think that 
this m an opporhinity for the imiian delegates to exprt=;ss their views, and 
1 hope that the Committee will agrcH? to invite a anitable tiumher of 
delegates repn*srnting the various parties and interests in Burma to come 
i'O Lomhm later and join theiu upon th<‘ same footing as that whieh the 
Imiian delevaies Inna* heen ne(‘U])ying during the last few iiionllis. 
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RECORD VII 

Note by Secretary of State for India on 
Family Pension Funds 

1. I.B para. 7S of the introduction to the White Paper it was stated, that 
His Majesty’s Government coiisklered that the balances of the Family Pension , 
Funds must be recognised as a definite debt liability of the Government of 
India and as the property of snbscriliers ; and that they were examining 
ti proposal f<n' the gradual conversion of these assets into separate sterling 

fiinds. ^ 

Lh d'he Funds referred to do not include various funds, Civil and Military, 
uliieli u<‘re established in the time of the East India Company under private 
manageinont. The assids of ibese funds were taken over by Gox'eriiment, 
under powiTs convey<id by Acts of Parliament, and the pensions at fixed 
rales guaranteed as charges on, the Revenues of India, The capital of 
jb«»se funds tlicrcfore no longim exis-ts and the position of persons drawing 
pension under these rubis diiferb in no way from that of officers in receipt 
of ordinary retiring pensions. 

'the Funds no.w under eonsi deration are four in number: — 

(1) The Indian Military Service Family Pension Scheme, 

(2) Tl'ie Indian Military Widows’ and Orphans’ B’und. 

(B) The Indian Civil Service Family Pension Scheme 

M) The Superior Servieen (India) Family Pension Fund. 

I'lie first tw'o are maintaineil by officers of the Indian Army. Subscription 
i.o the first is eoinpuibory on all officers commissioned between 1873 and 
and to the sceoml on all officers commissioned since that date. The third 
fuiul, as its imnie implies, is maintuinod by the Indian Civil Service, sub- 
?ii*riptio« lK?ing cmnpulsyry on ail officers entering since 1881. The fourth 
wai esiftblislicd in llfiS fur officers of services, other than the Indian Civil 
Service, nKU’iiited by ibe Secretary of State in Council, and mombership 
is cyinpulsoiy on all siieli officers now entering the services; there is in 
utlditinri a bifgc \'o!oiitjiry membership of officers of similar type wbo were 
up|H»iiiiAM,i before ilw insiitutkm of the Fund. 

I. Tln.t funds are in all cases selbsiipporting. Subscriptions are paid into 
ihe general balances oi the Government of India, and pensions are met from 
those balances. An ^ account In kept of receipts and payments, and Intoresi 
is mhlcMi lo the balances at rates dcierminod from time to time by the 
Secretary of State in Council The liabilities and assets are subjected every 
five years to atduarial examination^ and any necessary alteration in the 
rates of subscripikm and benefits are made by the Secretary of State in 
Cooncil, after coiisideratlon of the Actuary’s' reports. 

A. ihs the basis of tlie latest available information the receipts and pay- 
niiiits during the enrrmit Ihiamdal year together with the opening and 
dosing fmlruic'cs at the credit of the several funds, are estimated as 
foiiuw.s; — 



: I.M.S.FJl 

l.M.W.O.P.j 

I.aS.BlFj 

as. (id F. 
IIF. 

j Total. 

Balance 1st April 
li)S3. 

lute est ... 
Contributions ... 

£ : 
; d,8o4,ii0(k 

1 BDO/THI ' 
j 81,000 

461,000 

22.000 , 
33,000 

"s 

4,058,000 

,l84,(i00 

80,000 

& 1 

456,000 j 

- 21,000 
43,000 

, £ 

11,829,000 

530.000 

217.000 

Faytaoites 

'< 7,244,000 
,'1 312,0(10 

516,000- ' 
■ %fim 

..... 

4,302,000 

101,000 

520,000 

14,000 

t 12,682,000 

1 486,000 


j 6,932.000 

508,000, 

4,201,000 

606.000 

i 12,147,000 

i 
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IContinued, 


iL hi May last cir€uiars were issued to subscribers of all four funds, 
inviting tbeir views on the following suggestions. 

That Commissioners or Trustees should be appointed for the inirposo of 
h.)idiug and investing on behalf of subscribers m approved securities, winch 
would prcsumiibly be confined to those authorised by the irustee Aci,, sums 
hundm over to them; that these Commissioners should be paid annually 
ior tins piirpose the contributions received during the year and ^ the interest 
allowed by the Government of India on the balances remaining in its hands, 
and that' money for the payment of pensions as they fail due should be 

provide by the Government of India out of the balances m its hands, 

which would thus be gradually reduced. 

it was pointed out to the subscribers that by investment in Trustee 
Stocks it wms improbable that the Commissioners would be able to secure 
a yield equal to the rate of interest allowed on the balances under the 

existing arrangements, which is based on the current yield of India long 

dated sterling securities; that allowance might have to be made, particularly 
in the present conditions, for capital depreciation of investments, a risk 
from which the funds are now exempt; and that as a result it was probable 
that the proposals w^ould involve some reduction in the rates of pension 
now payable. 

7, The effect of the above proposals would clearly be that the balance 
in the hands of the Government of India would gradually disappear as it 
was drawn upon to meet the demands of a growing pension list; while a 
new fund would gradually be built up from the investments made by the 
Commissioners, 'rhe period which would elapse before the trasisfer was 
complete*, that is to say before the entire balances in the hands ^ of Govern- 
anetit had been paid out, would vary with the different funds. It has 
b€?cn estimated at from IS to 20 years in the case of the Indian Militari- 
Service Family Pension Scheme, and at as much as 40 years in the case 
of the Indian Military Widows’ and Orphans' lund, ■with intermediate 
periods in the other cases. 

8. A large majority of the replies received from subscribers indicate a 
desire for the investment of the balances in sterling securities, but the 
Bchetne outlined in the circulars has been criticised on the ground that 
ihc period elapsing before transfer will be complete is too long. It is 
proposed to meet this criticism by amending the jiroposals so as to ensure 
the completion of transfer within 15 years in every case. This could be 
'effectiKl either by handing over to the Gommissioners a fixed annual sum 
to i»ver both principal and interestj calculated to exhaust the balance ^ in 
15 years, or by handing over annually one-fifteenth of the balance, 
interest on the residue; contributions received during the yew would of 
course also be handed over to the Commissioners, and pensions payable 
would be mat from the sums in their hands. 

0. The precise nature of the arrangements contemplated can best be 
made clear by illustrative figures based on the estimates given above for 
'■ ' the current year. ’ ' , 

,y , It I* not contemplated that the Oommissioners should have any responsi- 
' Mllty for the adminlstraticm of .the Pension sdiemm, or for the collection 
■ < eubeorlptious and disbursement of pensions. The administration would 
' remain in the hands. of the Secretary of State, who would decide after 

«uch matters as rates of contribution or 
pisk®;' thangwi etc. The disbursement of pensions 
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arul rolleotioa of subscriptions would continue to be carried out through 
th €3 ordinat'y paying agencies of the Government of India. The function 
of the Commissioners therefore .would be solely that of holding and invest- 
ing money handed over to them^ and of supplying from the funds in their 
.when required, money for the payment of pensions. 

I odrr liit* Isr.st of the alternatives mentioned above, there would be payable 
\ t tin* Co I'll III is.si oners » if the schonio wore in operation during the current 
Tear, an anmiity of £1,092,000. This annuity has been calculated on the 
basis of Mio present rate of interest, 4} jicr cent., and would need recalculat- 
ing if, at any time during the lo years, this rate were reduced. The Com- 
missioners wouki also receive the contributions, estimated at £217,000; and 
wijuld liave to supply funds for the payment of pensions estimated at 
lldo.OOO. This sum would doubtless, in practice, be deduct<id from the 
annuity before it was handed over to them. 

Under the second alternative there would be handed over to the Com- 
missioners in the first year one-fifteenth of £11,829,000 or £789,000, interest 
estimated at £930,000, and contributions estimated at £217,000; ivhile they 
would, as before, refund £439, (KK) for pensions. The amounts to be handed 
over in subsequent years would be smaller, as the interest payable would be 
less, 

10. The adoption of a proposal on the above lines would of course involve 
in; uitilimto e'harge on Indian Keveiiues, which are in any case liable 
to pay the entire balances sooner or later in the form of pensions. It .would, 
however, involve the immediate disbursement in sterling of sums which 
would otherwise remain as a liafiility to be met at a later date. Of the two 
alfceriuiliws under conHideratiou the first would involve an extra disburse- 
ment in tlm current y<‘ar of £874,000, the net sum which, on the figures 
gneii ab\)u , it wuiik! Ii»» necessary U> hand over to the CooiinissionerH. The 
S4!cii!ui would involve an extra disbursement of £1,107,000 in the current 
year. t)n account of the smaller strain which it would place on the Ke- 
liiittance programme in tin? earlier years, the first alternative is to bo 
prefi'rn^d. 

As the lialaiices are increasing year by year the arumal amounts to be 
handed over to the Commissioners, and the extra sterling disbursement 
ret|uired, will tm slightly increased under either scheme with eatli year's delay 
in its inauguration. 

After the close of tlie .15 year period, as the annual contributiems will be 
Ichs than the pensions payable, it would be necessary for the Commissioners 
to iiHMd tt large part of the latter from the funds on their hands. The 
n'visiHl {irrangiunent would ilierefore at this stage actually be of assistance 
lo tiH“ iJoveriimeiit of India in iiMiating its sterling obligations. 

11. Imismut'li as the propOBalg if accepted would involve a change in the 
conditions uoiler .which memlM>rH of the funds have hitherto subscribed, and 
moreover a change •which in souie respects,, for instance in regard to the 
rate of in.terest realised, w<wld be to their dismilvaiitage, it is necessary that 
the change filimikl be made with legal sanction, and desirabk that ,it 
ghmilil have the expressed assent of a majority of the .subscribers. Although 
a large majority of the replies received , are • in favour of investment, the 
DdttI ri‘|)lies amount to only ahwt ona-thi,rd ■ of the number of cinmiars 
isttued. Alany subscrilwrs, moreover, have ex:,prmed a wish to see the results 
of valiuatioiis now in process, or shortly to .bo made,,b6toi'« giving a deelBlon. 
it is llmrofore desirable that the prop<»aM in' a 'definite and concrete form 
ihottid again be laid before subscrlborp 'before any final decision ia takaa, 
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iuui as tiiis process may entail considerable delay it is not contemplated 
iliat an attempt should be made to include in the Constitution Act itself 
definite and final provisions. A form of “permissive enactment, which will 
permit tin/ subscribers to each fund to be consulted separately at suitable 
times, and to take independent decisions, seems preferable. It is proposed 
Therefore : — ■ ■■ ■ ■ 

That His Majesty should be empowered by the Constitution Act 
ti> direct by Order "in Council the appointment of Commissioners for 
thcj purpose of receiving moneys accruing to or belonging to all or any 
of the. Family Pension Funds and of holding and investing the same 
for the purposes of the funds; and to make regulations for the transfer 
to the Coinirns.sio]iers, in such manner and within such a period as may 
be prescribed, of the moneys accruing to the funds and the balances 
remaining in the hands of the Government of India : 

That the interest and dividends received by the Commissioners so 
appiiinted on sums invested in their hands shall he declared exempt from 
liability to Income Tax: 

That the Order in Council may prescribe an authority to determine 
the rate of interest to be added on the balances remaining in the 
hands of the Government of India. 


RECORD VIII 

Note by the Secretary of State for India in regard to 
the Memoranda submitted by Mr. Douglas Dewar 

Dowar, in his two memoranda, supports his general argument with 
a wealth of statistical information. I have not found it possible to have 
examim^d all the figures used, but it is clear that in a, good many instances 
Dewar presents statistics in a manner w-hich conveys a very different 
-:on Inan that to be gained from a study of the Accounts and other 
|,iuihidnr| records. 1 think that the Committee would desire to have their 
ariiuitiou drawn to the main instances which have come to my notice in 
.which Mr. Dewar’s presentation of the figure is, in my view, at variance 
uitli iho (dfieial documents. 

]. di.’al with the instances seriatim. I have not made any attempt to 
indieuti^ how far Mr. Dewar’s inferences from figures, or comparison of 
figures, are likely to be invalidated -by the fact tliat the world economic 
depression has severely hit the finances of India, as of every other country. 

(1) Mdhi Memorandum.^ 1984. 

Air. Dewar says: 

** That the reforms are largely responsible for the recent increases 
in expenditure is shown by the fact that the charges under the head 
td Oeneral Administration (including Audit) in India, rose from 
Ks,2aH,20,W in to lls.15,15>0,000 in 19^^0-31, whereas the 

gross exiKnidit/Ure rose from lls,12o,48,85,000t to Es. 230, 42,90, 000. In 
19084)9 the gross <«xpenditnre for the ivhole of India was 
Iis.lOII,24,B8,f*7o4 

Provincial expenditure tells the .same story; the gross expenditure 
of ilie IJ.P. Government rose from Rs.747,40,750 in 1908-09 to 
Ks. 12,03,32,100 in 1931-32, i.e., nearly doubled, while the increase In the 
(M.‘nor;d .IdminisTratiun (‘barges rose from Hs.20, 82,000 in 1908-9 to 
Rs.Ml,.l3diOO in 1931-32— a sevenfold increa.se! 

TIu m? iigurc,^ are designed to show tliat, while the total expenditure in 
the wliole of India pind also in the United Provinces in particular) has 
appr(>3cimately doubled during the peruxls which Air. Dewar takes, the 
expenditure on gtmeral administraikm, instead of rising in approximately 
the same proportion, has been increased about fivefold in all India, and 
about sevenfold in the. United Provinces; and that the discrepancy is due 
to greatly increased pay-rolls consequent upon the Montagu-Chehnsford 
Kef arms. 

Hie fact is, however, that in 1921 a change was made in the grouping 
of ilu;' aeeaiints, and since that date the w’hole of the ** General Charges of 
Disiriet Adminisi ration,'*’ ivhich had' previously been entered under other 
heads, tvas included under “ General Administration.^’li As the figures 
kdow kIiow% tliis invalidate.^ Mt. Dewark -contention ; and indeed if correct 

*'G>in‘0(irfig«r7r lis22,9riTjK'¥’inl9ini^anO 

t Correct figure: RH,125,63,24,a¥l m 191243 and ItsJ, 24, 34, 17,000 in 
1913-14. 

I Correci figure: 11s. 110,24,88,675. 

II Jhe de.scriptive heading of the relevant account, in tho published 

Finatice and Ilevenne Accounts of the Government of India for 1921-22 

anti every Bulmoqmnt year, has contained the statement:— GrarmI 
Adw ? «.kf ml imi .--Tho charges recorded, under this head relate v . . and 
aka to cost of district administration which, .prior to 1921-22, was divid^ 
botween the heads ^ Land Hevenu©.* and ^ Administration of Justice.* ** ' • 
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wrre used, it- would appear, adopting Mr. DewarT^ own criterion, 
that no disproportionate burden on the Indian taxpayer should be attributed 
to the reforujs. 

The i:\lblndia hgure for charges on account of general admiiiistratiou in 
IfKilV.'U, as given by Mr. Dewar, is Rs.lol5*5 lakhs. Of this amount, over 
()0 per coni. (Rs. 92i2*-i- lakhs) is in I'espect of District Administration, for 
wiiiolt noihing is included in his figure for 1913-14. 

Sinularly, taking the United Provinces figures; of the General Adminis- 
traijon figure of Rs.l4M lakhs as given by Mr, Dewar, more than, 70 per 
cent. (Rs. 101-0 lakhs) represents charges of District Administration, in 
respect of .whicii nothing is included in his figure for 190S-9. 

(2) Page 19S5 . — Pension dumjes. 

irhi‘ reiirenient of o5B officers on proportionate pension is said to cost 
India over 1 croro of rupees annually. 

The total actual pensions of such ofiicers could not amount to this sum. 
Tin.: net exJ.ra pccimiary cost through their having retired on proportionate 
pension instead of in the ordinary course is difficult to calculate, but w’oiild, 
in any case, be a very small amount iji comparison with the total pension. 

(3j Main M ehtorandnm, pfign 1987. 

Mr. Dewar gives figures of the Forest Revenue in two provinces in 1929-30 
and 1930-31. He states that the fall in revenue Avas due to the increase 
of Jawlessnc.ss,’^ and in support of this he purports to “ quote the Bombay 
Ooveriimcnt’H Administration Report as stating that “ the reason of the 
heavy Fail in Bonn bay was that Civil Disobedience assumed an aggressiA-e 
form. In point uf fact, both in that (Bombay) Report and in the Forest 
DepartiiHuii's Report of the Central Provinces the general trade depression 
is put first ainuug the causes of the fall in revenue, tlmugh it is of course 
stak'd that it was accentuated by civil disobedience. (The follow'ing is the 
relevant extract from the Central Provinces’ Report; ‘‘There Avas a 
decrease under all heads ” [of Forest Reveniie] “ due chiefly to the general 
efepression in trade. The civil disobedience campaign also affected the 
revenue from timber and other leases and grazing.”) 

(4) pages 1993-4 of the Main Memorandum. 

With reference to Mr. Dewar’s statement as to what will “ undoubtedly ” 
happen in the future, namely, heavy withdratvals from the Savings Bank, 
and (apparently) encashnient of cash certificates, it may bo of interest to 
give the following figure covering a period during .wffiich the prospect of 
eonstitutional change has-been before the Indian people; — 

On the Slat March, ‘1925, 19^ atid 1927 respectively, the aggregate 
miiHianding amount of Post Office Cash Certificates * and Post Office 
Savings Bank deposits in India added together, Avere Rs,38 cro-res, 
lls. 48 crores and Rs.fi6 ' crores. 

By lifardi, 1928, the Stntiitory Commission had been appointed, and 
tlie total amount held with the Government of India by small investors 
under the two heads in Question had increased to Rs.63 crores. 

; la the following two years dt further rose to Rs.66 crores and Rs.72 
otorei. . : , \ 

^ By March, 1931, the' Report- of the first Round Table Conference had 
, ,, leoeiyed pubhetty and . the ^.pomb'ined amount of cash certificates and 
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Similarly, in Alarcli, 1932 and 1933, following the publication of the 
Second and Third Hound Table Conference Reports respectively, the 
coiubirmfl total rose to Rs.82 crores and Bs. 97 crores. 

Iniinb.y, only t.wo months later, on the 31st May, 1933, the last date on 
yjiicn ilgores are available at the moment, when, of course, there had 
hiH‘U ample opportunity for the contents of the White Paper to become 
known, the combined amount of these totals had further jumped to 
I?s.l02 crores. 

<oj supplementary Memorandym {No, 76 ) — page 1995. 

The figure for capital cost in the Provinces, given as Rs.54 lakhs, should 
bo R,s.45 lakhs. The capital cost of the Federal Court is estimated to be 
about 5 or 6 iakbs. The small corresi>onding annual charge is covered by 
the large figure for Contingencies,'’ viz., 25 lakhs a year, included in the 
estirnaic for new “ overhead cliarges " at the Centre (p. 21 of Record 
No. 3). 

(f]| Supphmenfanj Memorandum — page 1997. 

{a) At the i,oj> of the page there is an inaccurate account of the 
position in respect of the liability taken over by India for British War 
Loan in connect ion with her War contribution. The facts, which are 
wtI! known and hare licen fully explained in Parliament, are that 
more than ihrce-quartc'rs of the £100 million was paid out of the 
proceeds of loans raised in India for the purpose. It ivas in respect 
of the halatice only that a liability was assumed for a corresponding 
atumiiifc of British War Loan and in respect of this (until the recent 
Husp^uedun v(tumxdcd with the War Debt uncertainties) interest on the 
ouisiaiiding ainount- was paid each year and Sinking Fund payments 
wore made from time to time in redemption of the principal amount. 
Thu latter paynnuits have never represented more than a frai.diou 
of the sums provided in the Budget for reduction and avoidance of 
debt; and it is entirely misleading to suggest that these sums have 
been entirely absorbed for this purpose. The position is made quite 
clear in the publisiied accounts and estimates. 

(b) Mr. Dewar gives £13 millions as the amount of India’s unprO'- 
cliictivo debt at the end of 1913*14 and £183 millions at the end of 
But these figures are not comparable. 

in the earlier year ho has taken the amount by which capital iinxisted 
ill intercsDoarning assets such as Railways and Irrigation works, was ex- 
ceeded by the Governmeot's market lUhi (i.e., stocks, bonds, etc., outstand- 
ing). Tlaving assigned this moaning to unproductive debt ’’ when dealing 
%vith 1913*14, Mr. fknvar should, in instituting a numerical comparison, 
have ajisigncii the same meiuiing to it in respect of 1932-33, In respect 
of tlio latter year, however, he hm taken a iguro representing the amount 
by whicdi the interest-earning assets are exceeded by all interest-bearing 
obligations, Ineluding not merely market debt but also such items as pro- 
vident fund balances, Post Office Savings Bank-, deposits, Depreciation and 
Reserve Funds, and Provincial Balances. , . 

These other obligations” amounted, at.thO/Ond of 1932-33, to about 
Rs.196 crores (£147 miilioas). This amount . ihuEt therefore be subtracted 
from the £183 millions, to obtain a figure "for '1932-33 representing purely 
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liuirkot debt loss interest-earning assets; so that the 1932-33 figure com- 
parable with £13 millions in 1913-14 would be, not £183 millions, bnt about 

£30; .millions.* . 

(r) If unproductive debt is taken as meaning the excess oi all 
intcresii-bearing obligations over interest-yielding assets — its present 
aiiiouni in the ease of India is, according to Mr. Bewar’i:^ own figures, 
about £I?3 milikms as compared with a total revenue of £lo5 millions. 
X coinparisoji instituted on this basis between India and other im- 
portant coujitr' 


‘ ries cGukr scarcely fair to show India’s adiuinistrotkm 
and ii nances in a very favourable light. 

(fi) suggesting a comparison between the rate of increase of un- 
productive debt in India and in England, Mr. Bewar has deducted 
in each case tlie debt directly attributable to the War. But such 
debt is at least as unproductive as any other; it is represented by no 
interest-yiekling or other tangible assets; and from the tax-payers’ 
standpoint it is no less burdensome than any other kind of debt not so 
refiresented, 

(e) The argument in the last paragraph in the 1st column of page 
3097 appears untenable. If the comparison is valid at all it should 
be based on the debt per head, since it is the wealth per head of 
the |H>puhition which Mr, Bewar uses as the basis of comparison. More- 
over India’s post-war position should be compared with that of England 
not before, the War. There is not much real value in a com- 
parison of tliis kind, but for ivhat it is worth it may be presented 
without its misleading features. As pointed out above, there is no 
ground for treating debt due to the War as productive debt. If then, 
the K(M'alle(l unproductive debt of Bidia is taken (including ail other 
obligations ” mentioned above) as £183 millions, this represents say 
13s. 4d. per head of the population of British India. According to Mr. 
Ikuvay, the British national debt, wbicli is presumably almost entirely 
unproductive,” amounts to about £7,618 millions or very roughly 
£170 per head of the population. This makes it possible to leave a 
vt'ry geauu’ous margin for the difference in wealth per head in the 
two countries and still make a comparison, for what it is -worth, tell 
emphatically in favour of India. 


(7) Lad puniijraph of page 1999, continued: on jxige 2000. 

The ligurt^ quoted are apparently intended to be based on the Memoran- 
dum cottlaimKl, in Eecord.No, 1, but it is not clear how they are arrived 
at. The 19 erore$ referred to apparently includes 8 crores transfer of 
IncHime Tax to the Provinces which is an estimate of the maximum pcr- 
misdvt transfer under the T^TiIte ■ Paper proiwsals, which would in any 
cai^e have effect only after a ''period of years, _ It also apparently includes 
mie cwrc in respect of the remission of States’ tributes, etc., w^hich would 
only have effect after a period-' of years. 


■* Alternatively, If £lB3’..ihiUbntS''iS' to be taken as the present impro- v! 
dnetive debt,”, it should ha .nontTastid with a comparable figure for 191344. ^ 

Matfyiaia ate ’not readily availahfe: for computing this, hut it would obviously -t/i 
Im much larger than ^tho-Sgur# .giv©ii by Mr. Bewar which takes inio 

ATOuiit market d»M ,4nly* VV' . irll 
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(S) Pof/f, 20CI0. — Baikvays* 

This iKTrngrnph appears to present figures in 2 b misleading way. 

iriniiediaiely after a reference to gross traffic receipts Mr. Dewar goes 
on io sviT llsat “the present interest charges are only Rs.d crores less 
iho traffic roc*e.‘pts in the best year, viz., 1927-28.” The implication 
h: iliut he is still referring to gross traffic receipts, but in fact “the traffic 
rc-cciplH in the best year,” which are said to exceed the present interest 
c!r*ir;i'rs Isy only Bs.6 crores, are net traffic receipts, i.e., after deducting 
at! lurking expenses and making full provision for depreciation. 

AI.r. Dewar tlien stated that the total loss as the result of the last three 
y<‘ars* working is “ Rs.23I crores, despite the fact that the expenditure 
on replacements has been Es.O crores below the normal figure.” This clearly 
implies that tlie aggi’ogato loss of 23-f^ crores is arrived at after taking 
inlo a<’coiint the saving secured by abnormally low expenditure on renewals. 
Tills, hoiYever, is not the fact. The figure of 23| crores is arrived at after 
making full allowance in each year for depreciation, and indeed the amount 
debited during this period for clepi’eciation reserve exceeded the actual ex- 
penditure on renewals by Hs.l? crores. Thus, if only actual expenditure 
on renewals w’ere taken into account, the aggregate loss during the three 
years of intense depression would be reduced to about Ds.61 crores, instead 
of the figure of 23| crores given by Mr. Dew'ar. 

Mr. Dew%‘»r asserts that for tbo recent deterioration in the financial 
results oF Um TIaihvays the [iresent economic slump is “only in part” 
responsible. The staiiKiica] basis which he adduces for this assertion has 
been shnwH aliovc to be somewhat misleading. Actually there is no doubt 
that the {‘concmii* de]>ression has been mainly responsible for the deteriora- 
iiMii. just as it Ims gravely affected the finances of Railway and other con- 
firns throughout the world. To exemplify this fact one may survey the 
financial remits of the Indian Railways over a somewhat longer period. 
Diiruig llio ought years from April, 1924, when the scheme for partial 
Hcparntiou of Railways from general finances was inaugurated, to March, 
1932, Ihe surplus net revenue of the Railways, after not only paying w’orking 
expeuMns, but also deducting interest charges, and making full allowance 
for depreciation, amounted (notwithstanding the indifferent results of 
1931-32, when the effects of the world slump were already severely felt) to 
lis.as (‘rores, or say .£2S| millions. Thus during that pexiod the Railways 
md. cmly were In the aggregate self-supporting but contributed a surplus to 
geiH'raJ nwciiues averaging over millions per annum. 



RECORD IX 

Memorandum by Sir Phiroze C. Sethna, O.B.E., on the future 
constitution of Aden, followed by a Memorandum by the 
Secretary of State for India 

As the British India Delegation complete their discussions with the Joint 
Select Parliamentary Committee to-day and there is no time left it has been 
suggested that L might submit a memorandum for the consideration of the 
Joint Select Parliamentary Committee in regard to Aden. The last para- 
graph of Proposal 5 on page 38 of the White Paper i*eads as follows: — 

“ The Settlement of Aden is at present a Chief Commissioner- s Pro- 
v’ince. The future arrangements for the Settlement are, however, under 
consideration, and accordingly no proposals in respect of it are included 
in this documentd^ 

In the Council of State the Leader of the House, Khan Bahadur Mian 
Sir Fazl-i-Husain, on 31st August, 1933, moved That the Government of 
India communique, dated 20th June, 1933, regarding the future administra- 
tion of Aden be taken into consideration.” This gave an opportunity to 
discuss the Press commimique when 1 moved my substitution motion which 
was as follows : — 

This Council after duly considering the Government of India Press 
Communique of 20th June, 1933, submits that wliilst no longer object- 
ing to the transfer to Imperial control of the Political and military 
administration of Aden as it exists at present, it is definitely of opinion 
that its Civil Administration should be continued with the Government 
of India or if tiiouglit necessary should be retransferred to the Govern- 
ment of Bombay, but that such Civil Administration not be transferred 
to the Colonial Office.-” 

As the speech I made in support of my motion explains our view point 
I eaniiot do better than reproduce it in full. I said: — 

“Mr. President, the Hdnoiiroble the Leader of the House has told us the 
object of the motion which he has placed before this Council this morning. 
He said that it is in accordance with the obligation Government entered 
into, namely, that the question of the transfer of Aden from the Govern- 
ment of India to the Colonial Office -would only be undertaken after the 
Indian Legislature were given an opportunity of discussing it. For this 
favour we are very grateful to Government although I may be x>ei*mitte<l to 
point out that ou a previous occasion, in spite of similar assurances, Govern- 
ment did nob carry out such an arrangement and to which I will refer a 
little later. 

“ The Hoiioiirabk the Leader of the House has referred to the Resolution 
that I moved in this Council on the 26th September, 1921. It reads as 

follows; — 

“ ‘ This Council recoinniGiids to the Cxo*vernor General in Council that a 
representation be made to the Secretary of State for India that the 
administration of Aden be continued under the Government of India 
and not be transferred to the Colonial OfficeJ 

“ As the Honourable Sir Pazl-i-Husain has told us, on that occasion 
Government very kindly, and very rightly, requested Government Members 
not to take part in the discussion or in the voting. We are extremely 
indebted to the Hono'iirable Sir Fazl-i-Husain for assuring us that the same 
procedure will be followed in the course of the discussion this morning. 
The Honourable Sir Fazl-i-Husain added that the then Leader,, the late Sir 
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Muliammad Shafi, at the end of the debate surveyed the whole situation 
and stated that Government were going to observe perfect neutrality in 
the matter. Sir Muhammad Shah’s words will bear repetition, and there- 
fore, with your permission, propose to quote them. He said; — 

‘‘ ‘ I can assure the House that the Government of India will take 
note of the opinions expressed in this House by various Members repre- 
senting different interests. They .will note the fact that Indian senti- 
ment according to the various speakers is entirely oiiposed tO' this 
transfer. They will also take note of the fact, which has been 
positively stated by the Honourable Mr. Sethna and is endorsed by 
the Bombay Government that local opinion in Aden as well as in 
Bombay is also opposed to the transfer. They will further take note 
of the fact stated by the Honourable Rai Bahadur Lala Ram Saran 
Das, that in view of the position wdiieh Indians at present occupy in 
different parts of Africa — parts that are under the control of the Colonial 
Ofiiee — Indians would prefer that Aden — their brethren, their country- 
men, residing in Aden — should remain under the control of the Govern- 
ment o-f India rather than that Aden should be transferred to the 
control of the Colonial Office. AH these sentiments which have been 
expressed in the various speeches delivered by Honourable Members 
to-day will, the House may rest assured, be carefully borne in mind by 
the Government of India, The Government of India have not yet 
pronounced in favour of this transfer and until they do, no Honourable 
Member has any right to assume that they are in favour of that pro- 
position. Their position is, as announced by the Honourable the Foreign 
Secretary, ojie of benevolent neutrality towards the Resolution moved 
by the Honourable Mr. Sethna. They prefer to leave this Resolution tO' 
the vote of the House. The official Members will take no part in the 
voting and Government will undoubtedly pay due regard to the hnal 
verdict of this House upon the Resolution moved by my Honourable 
friend.’ 

Mr. President, if this was the view that the Council held in September, 

1921, I think I am perfectly justified in stating that the Council holds not 

only the same view to-day but holds it in a greatly intensified form. (Hear- 
hear.) Sir, even after 1921, there were occasional reports that Aden ivas 
going to be transferred, and in order to make sure on the point, questions 
were asked both in this Hhuse.and in another place to which very definite 
replies were given by Government which I will quote. On 16th January, , 

1922, the then Law Member, Sir Tej Bahadur ‘Sapru, in the Legislative 

Assembly. ' , said : — 

** * Government have no intention of arriving at any decision without 
giving the Assembly an opportunity of discussion.’ 

Two years later, on ;9th June, .1024, in answer to a question in this 
House Sir John Thompson,, the Foreign Secretary, observed as follows:-— 

^ The matter of .the- transfer was under the consideration of His 
Majesty’s Government .and 'it. ' was not possible to say when a - ' 

, , decision would be arrived' at- but that before a final decision was arrived 

5 t ; ‘ ' at, the Indian .Legislature would be given an opportunity to express 

I its opinion.* ' 


■ ^'.J*Such m opportunity, however,' not given to us, and this is where 
. ;; _ Government , committed' .h brea^^- Of,' faith . with the Legislature. On 3rd 
: March, 1927, the then Comhiaiideffin-Ohiefi, speaking on the Budget debate, 
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made an aniioiincement whidh simply staggered the Awssembly. It came as 
a bolt from the blue. His Excellency said that the military and political 
administration of Aden had been definitely transferred to the Home Goy- 
ernmeiitj and this, as I say, without any previous reference to the Legis- 
lature. Sir, this was not enough. The announcement went on to add as 
follows 

‘‘ ^ As Honourable Members are aware, the Settlement of Aden itself 
is peopled to a very great extent by our fellow Indian subjects. The 
Government of India have thought it rig'ht that their welfare and 
interests should not go outside the ken of the Government of India. It 
wdli accordingly be retained; that part of the Settlement and the 
municipality of Aden will remain under the Government of India. ^ 

“I would ask the Hciiise to note very carefully that what I am pro- 
posing in my motion to-day is in substance what the Commander-in-Chief 
announced as I have just stated. 

The Cominander-in-Ohief’s announcements surprised the Assembly and 
it is no wonder that in both the Houses there was very severe criticism 
of the attitude of Government in regard to this matter. Not only was the 
Indian Legislature keiit in the dark, but even the Provincial CTOvernment 
immediately concerned, namely, that of Bombay, was entirely in the dark, 
and that in spite of the fact that the Government of India knew the views 
of the Government of Bombay on the question. In this House we ha\e 
ofiicial representatives of the different Provincial Governments. We are 
not often favoured with an opportmnity of hearing their voices, and it is 
only on very rare occasions, and 'when s>uch Provincial Governments think 
that it is absolutely necessary in the interests of such Provincial Govern- 
ments that their view should be placed before the House, that their repre- 
sentatix-es do get up and talk. Such was an occasion when I moved my 
Resolution in September, 1921. The then representative of the Bombay 
Government, the Honourabie iMr. Pratt, a Member of the Indian Civil 
Service, used words ivhich showed the feeling which the Government of 
Bombay entertained on the question of the transfer of Aden. He said: — 

^ Tho transfer of Aden to the Colonial Office is a qmestion in which 
the Government of Bombay is deeply and closely interested. Towards 
that question the attitude of the Bombay Government cannot in any 
circumstances be one of neutrality and I have been authorised to give 
expression to the provisional views of the Bombay Government at this 
stage of tho discussion of this question. Their position is that they 
bjU'C had verv little notice and indeed very little time for the eon- 
sideration of this question. They have had very little information of the 
grounds upon which the transfer has been considered. It is also a fact 
that public opinion botb, in Bombay and Aden has expressed itself 
very strongly against the proposed transfer. Very strong protests have 
been recorded by tbe trading communities of Bombay and Aden, and for 
that reason for the present the Bombay Government objects to any 
change- in the daiu$ q^iiod 

Now, Sir, the Bombay Government have not changed their views, as is 
evident from what followmi in the Bombay Council exactly a week after the 
announcement made by His Excellency the ..Oommander-in-Chie! in tlie 
Assembly. That announcement, as I have already' said, was made on tSrd 
March, 1927. On IDth March, 1927, the 'Home Member of the Bombay 
Government, Sir Ernest Hotson, introduced; a Hill; called the Aden Civil 
and Criminal Justice Bill in the 'Bdmhay ''.Council and in regard to the. 
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, statement made by the Commander-in-Cliief , ■ Sir Ernest said that, the: 
announcement came as a -surprise to the Government of Bombay as; much ' as'' 
to the general public. 

' ‘ I am obliged to stress this point/ said Sir Ernest, ^because during 

the discussion on the Bill both I and my Honourable Friend the Chief 
. Secretary assured, several Honourable Members that ' we' had no' reason- ; 

. ; , ' to suppose that . a. transfer ■ was imminent, and indeed pointed ■ to . the V- ' 
fact that the O-overnment- of ■ India 'had instructed' us. to.,, proceed with 
the Bill as evidence that no immediate change was proposed. The 
details of the future system of administration at Aden are not vet 
known to the Government of Bombay, which indeed knows nothing 
further than what has appeared in the Press,’ 

This Sir, proves my statement that even the Provincial Government 
most directly concerned with the transfer was kept entirely in the dark. 

“ This was, as I have said in 1927. In January, 1929, when there were 
fresh rumours of the transfer, q^uestions were again asked and Sir Denys 
Bray gave a reply which consisted of two sentence® which are very pertinent 
and to which I would respectfully request the earnest attention of Members 
of this Honourable Council. The first sentence was : — 

^ I repeat my promises that the transfer of Aden from India will 
not be effected without this House being taken into consultation.’ 

Mark the words * my promises/ which I may add were not fulfilled. 
The next sentence is still more pertinent. He said: — 

^ I hasten to add that all idea of such a transfer has long since 
been abandoned.’ 

Two years later, w^hen the Aden administration vra® proposed to be 
transferred from the Government of Bombay to the Government of India 
there w^ere also rumoiurs of a subsequent transfer from the Government of 
India to the Colonial Office, Thereupon those interested in the Aden trade 
thought it necessary to wait in a deputation on His Excellency the Viceroy. 
The deputation was a very influential and representative one. It waited 
on Hi® Excellency Lord Wiilingdon in November, 1931. The deputation 
pointed out to the Viceroy that it vras feared that in all probability the 
ti-ansfer from the Government of Bombay to the Government of India ivas 
the thin end of the wedge and that it was but the first step to its subse- 
quent transfer to the Colonial Office. Now, Sir, mark the reply which on 
behalf of the Viceroy the then Foreign Secretary, now Sir Evelyn Howell, 
gave to the deputation. He said, as regards the apprehension that the 
/ ^ proposed transfer was only a step towards the transfer of control to the 

^ Colonial Office, that the present proposals were made solely -with a ^dew 
to improving the conditions and making an end of administrative incon- 
venience at Aden, ' . 

‘ The proposals were complete in themselves and were made on their 
own merits without afterthought or ulterior motives of any kind. They 
were not a step ■towards any ^ other change.’ 

The deputation at first- thought that His Excellency wmuJd not take 
■' Apart in the discussion, . but' Hip Excellency, in order to allay the fears 
; , of the deputation, himself thought, fit to add a few*' words. He emphatically 
■ ' / endorsed the Foreign Beeretary’®'.; statement regarding the transfer to the 

‘ Colouial Office that no, such suggestion had been considered and mndertook 
' tfiat, should .’it,, arise injuture, : all interests concerned would be consulted. 








153 


'G:N ■ INDIAN KEFOEM 


20° Novemhris^ 1933.] Memorandum by Sib Phihoze [Contmuech 

' Bethna, ■ O.B.E., on ' the - Futube Constitution or Aden. 


The transfer now proposed would make no difference to the commercial 
relations of Aden with Bombay and, in his opinion, as at present advised, 
;,it seemed the, wiser course all, round. , ■ 

After an interval of another two years or less the White Paper was 
published in March last. The only reference to Aden in the White Paper 
is ill , .four lines,, which read as follows:-— 

“ ‘ The Settlement of Aden is at present a Chief Commissioner’s 
province. The futmre arrangements for the Settlement are however 
under consideration, and accordingly no proposals in respect of it are 
included ill this document.’ 

** Soon thereafter several British-Indian delegates were sent to London 
to confer with the members of the Joint Select Committee of Parliament, 
of ivhom I was one. After we reached London we learned that tliere was 
every chance now of the transfer to the Colonial Office being completed. 
Some of us delegates therefore thought it advisable to request an interview 
with the Right Honourable the Secretary of State. He agreed to receive 
our deputation which was led by His Highness the Aga Khan. We laid 
our case before him and from what we gathered we understood that be was 
in s\unpathy with the view we expressed. But at the same time he xiointed 
olut that because there was to be federation in India hereafter, which 
would consist only of Provinces and of Indian States, and because Aden 
was not a Province the question was very difficult. At the same time he 
hoped that the difficulty might not be insurmountable. How he hoped to 
surmount the difficulty he did not say, but if I might venture an opinion 
I think that if Aden continued as before to remain tunder the Province of 
Bamba}^ perhaps the difficulty could be removed. It is for that reason, 
Sir, that in my substituted motion I have said that if thought necessary 
the civil administration of Aden might be re-transferred to the Bombay 
Government. 

Now, Sir, I turn to the Press communique to which the Honourable 
Leader of the House drew our loointed attention, and particularly to those 
points in it which he thdught w-e ought not to ignore in the course of our 
discussion. In the first place, I will deal with the three points in the 
communique as to -why Aden should not remain linked with India. Point 
No. 1 says that Aden is geograidiically remote from India. If it is 1,600 
miles away from India, the distance between Aden and the Colonial Office is 
two-and-a-^half times that. I will leave it to the House to consider if this 
argument is sound. The next point is that it would not naturally fit into 
the new federation. I have already answerer! this contention by saying that 
even in the opinion of no less a personage than the Right Honourable the 
Secretaiy of State that difficulty is not insurmountable. I now come to the 
third x)oiiit, and that is that it is already to some extent liinder Imperial 
control. Tixe answej* to that is that if it has passed out of our control, 
it was not with our agreement, it was so done over our heads and in spite 
of our protesta. We are however now quite prepared to concede that for 
political and military considerations Aden may remain under the Imperial 
control. 

“ Then there are six points enumerated , in the communique according 
to which Government try to make out that India would not be a loser 
by the transfer. I will deal %rith them seriatim. ■ 

Point Ho. 1, on which my Honourable 'Friend, the Leader -of the Homse, 
.has laid particular stress is that India will be saved a burden of Rs. .20 lakhs 
a year. I dispute the figure of Rs. 20 iakhs’;,atid’.I-shall endeavour to prove 
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■ that' the: figure is not cori'ect, ' In no case .are we ' expected: .to pay , more. ■ ■:' 

■ . tlian. a inaximiim o,f £150,000, or, say,. Rs. 20 kklis according to the arrange-,, 
rneiita made in 1927 and in accordance with the reply given this nioniing 
by Ctavernnient to a question asked by the Honourable ' Mr. ■ Mehrotra the 
amokmt at present is about £119,000 or Rs. 16 lakhs. Now, against this 
Rs, 20 lakhs Government must set off what the Government of India will 
lose in the shape of the reveiilue which it derives from salt and also fro.m 
income and super-tax. I make out roughly that " Government wuil lose 
';',...’dls. 10. lakhs under, the lieads I have quoted. ..Let.. me give,,yo.ii' the details 
under the heading Salt. With regard to salt, the Government of India 
get a royalty of eight annas for every ton of salt exported. According to 
the latest hgiires, the export of salt in a period of 12 niontli® amounted to 
over 280,000 tons and consequently Government wull lose R>s. 1,40,000. 
Government also get ground rent for land where the salt is made which is 
another loss of Rs/ 25,000, or in all Rs. 1,65,000. Again, so far as I can 
make out, the four salt factories in Aden pay between them income tax 
and sluper-tax to the extent of Rs. 3-| lakhs or more, so that the total of 
these two items alone exceeds Rs. 5J lakhs. I explained that the Govern- 
ment of India will lose Rs. 10 lakhs, and I pointed out how^ the loss is 
Es. 5J lakhs or more under salt alone. The difference between Rs. 10 lakhs 
and Rs. oj lakhs is made up by the amount of income tax and super-tax 
under heads other than Sait. My estimate is on the conservative side and 
perhaps Government may lose more. I am glad that the Honourable the 
Leader of the House has said that if there are mistakes or misapprehensions 
in any statements *vve make he will correct them in the course of his reply 
and I do hope that he will be good enough to answer the point that I have 
made. 

Tub Honourable the PRESIDENT; I request the Honourable Member 
to be aa brief as possible; he has already exceeded 20 minutes. 

The Honoueable Sir PHIROZE SETHNA : I shall be very gratef?ui if 
you will give us some latitude. Government require our views and I am 
endeavouring to give them. 1 am very grateful to you, Sir, for the latitude 
you have already extended to me and I shall be still more grateful if you 
will give me more time. 

The Honourable the PRESIDENT: I am only asking the Honourable 
Member to be as brief as possible. 

^^The Honourable Sib PHIROZE SETHNA: I shall be as brief as 
possible and avoid anything irrelevant. 

To come hack to the Press comimunique^ Item No. 2 says that the 
right of appeal in judicial cases to the Bombay High Court would be main- 
tained. If they do not allow appeals to be sent to the Bombay High 
Court, what would happen? They will have to be sent miicli further away 
to London instead of to Bombay; or to establish an Appeal Court in Aden 
which will be a costly proee.s©. It is therefore by no means a favour to the 
Bombay Government or to the Government of India if appeals wull be sent 
to Bombay, 

Item No. 3 says that Aden would be made a free port unless some 
radical change in our present economic situation should take place. All these 
points have ^ ifs ^ and ^ands - attached to them for they say ‘ if ’ thei*e is 
a change in the economic' situation it will not be a free port. 

'‘Likewise No. 4 says that the present style of administration ivould be 
maintained and they would pot impoee any additional taxation unless-— mark 
you there 'is ^ unless ^"hete again-y-unless such a course becomes in their 
absplulte^ ' , ' , '' /■ 
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I now come to item No. 5. The communique says that a proportion of 
Indian service administrative personnel would he* retained in the Aden 
service — and please note — ‘ a proportion ’ will be retained and the rest will 
be sent away, and even the proportion that is retained wall be retained ‘ for 
some .years/ which means that at the earliest opportunity they will be 
asked to go away. And wdiat is more important, in the future under the 
Colmiial administration no more Indians wall be taken, ■which ivili also 
be some little loss to this country in the matter. 

“ Then there is the last item, which is perhaps the most important of all. 
It is said no racial legislation or segregation would be iiermitted by Bus 
Majesty’s Government. Now, Sir, ive have very grave doubts if in spite 
of this assurance that Government will be able to maintain this promise 
for long. 1 ■will, tell you why? His Majesty’s Government must carry out 
a uniform Colonial policy. If they favour and discriminate in favour of 
Asiatics in Aden, there is bound to be a clamour on the part of Europeans 
in the other Colonies to which Government will have to yield as the,y 
have yielded in the past and they are yielding every day. Therefore these 
assurances are all paper assurances. They will last only for months or years 
and the position of Indians in Aden will become the same as the position 
of Indians in Kenya or other Colonies. And that, Sir, is onr most serious 
objection to the transfer. Experience tells us that .^ve have siift’ored eise- 
wdiere and we are bound to suffer here as well, in spite of ail promises and 
pledges to the contrary. 

Now, Mr. President, 1 -^vili in accordance with your washes be brief, 
although I have much more material to add. I will enumerate the objec- 
tions which we entertain against the propose<l transfer. They are many, 
but I will content myself at present with only five. 

“ First. It has been .said that we are fighting and agitating against this 
proposed transfer merely on the ground of sentiment. If we do so, are 
we not justified? Indians have been in Aden even before the British went 
there. The British acquired Aden 94 years ago in 1839. Indians .were 
there before that time and because of the encouragement giv’^en, by British 
officers more IndiaiLs foilo-wed the JiJritish flag and particularly becau.se they 
bad assurances that Aden would ever remain a part of the Indian Empire. 
If they at any time had any doubts on the subject, because of Indian 
experience in other Colonies they would never have sunk their lakhs as 
they have done in buildings, shijjping wharves, salt factories and in other 
concerns. They control in a great measure the trade of the Settlement. 
It will be no exaggeration to say that the barren rock of Aden with her 
pop Ilia lion of SjBOff inhabitants has been converted into a prosperous port 
wdth a population of more than half a lakh by Indian men and money, by 
Indian resoiirce.s and enterprise. It is therefore the duty of the Govern- 
ment to give us a patient hearing and to do us justice. We do not want 
to go under Colonial administration becau.se we know that in that event 
Indians will have to leave the Settlement for reasons that 1 wall deal with 
in our second objection to which I now*' turn. 

Near Aden, as the Honourable House know^s, is Somaliland. Somaliland 
was at one time administered by the Bombay Government. So long as it 
was administered by the Bombay Government, its three ports, Berbera, 
Bulbar and Zaila, w*ere prosperous. They were going on from strength 
to strength. After the Somaliland War the Home Government thought it 
right to transfer Somaliland to the Colonial With wdiat result, Mr. 
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■ President? ■ These three- ports- are now practically dead. , The _popiilatioir;,,; 
of Berbera has fallen from about 20,000 to 4,000 or less and like^vise the 
'others. ' iV.nd - why, may I ask? Simply because, the Indian traders left ,■ 
these ports and the Arab and Jewish traders followed in their wake. They 
did so- for the same reason, namely, that they did not want to be under 
Colonial administration. Colonial administration is distinctly costly. 
Because it is costly taxes have to be raised. The Somaliland ports were 
almost free ports but soon- duties were imposed and increased to meet the 
higher cost of administration and the result was Indian, Arab and Jewish 
traders left and the trade of these ports has completely dwdndied down. 
The same must perforce happen in Aden if Aden is transferred to the 
Colonial Ofhce and I may not be alive^ but our successors in this House 
will have occasion to say that I was a true prophet. 

‘‘ In support of our third objection that Colonial administration is more 
costly let me give just one illustration. When Aden was under Bombay, 
a representation was made to the Bombay Government that two Indian 
educational inspectors be replaced by two Europeans with salaries almost 
if not actually double. Because education is a portfolio held by a Minister 
in Bombay, he stoutly opposed this, with the result that so long as Bombay 
was in charge of Aden, Aden did iiot get the two European educational 
inspectors. After Aden was transferred to the Government of India, the 
request was repeated and granted and two European inspectors have been 
sent. The same thing will happen in all other departments and in proof of 
that I may again refer the House to a press communique which says that 
only a proportion ’ of the Indians now there wdll he kept and that too 
only for a period of years. Now, Sir, talking of the extra cost of Colonial 
administration, I may say in passing what is thought of it in other parts 
of the Empire, I mean in other Colonies. I returned from Europe this 
day last week. On board the P. and 0. steamer I came by were some 
fellow passengers w'ho were civil servants from the Straits Settlements and 
the Malay States, We were comparing notes with regard to the different 
civil services. They volunteered the information that their cadre is far 
larger than should be the case as compared with the cadre of the Civil 
Service in this country. But at the same time they said they had very 
little work to do. I naturally inquired, w^hy don’t you ask for reduction 
in the ntimber of posts and more pay? They said such a proposal had been 
made, but the Colonial Office did not want to increase their pay, what they 
wanted tv as more po-sts. One of them said ordinarily they have four civil 
servants there to do the work that is done by one civil servant in this 
country. Therefore if, Aden goes to the Colonial Office the number of 
■ appointments is bound to be increased and the cost will be so much more 
that Indian taxpayers who are the largest taxpayers there will have to pay 
a great deal more. 

Our fourth objection is that the trade of India to-day runs to some 
crores of rupees — seven or eight crores or more. This is to some extent due 
to shipping facilities that exist, by which I mean that because there are 
salt factories in Aden from which salt has to be imported into India and 
’ rather than that those ships go, empty to Aden to bring this salt, there is 
shipped from this country, by these boats a large amount of Indian produce 
and that helpa 'to reduce, the rate 'of freight. What goes there is rice, 
'wheat, grains, -'tea, 'funnies,. -piec-e^goods,- etc.— not from Bombay' :and 'Ear acM 
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is sent from there to Arabian, African and even Iraq provinces. Mj point 
therefore is that if Indians leave Aden as they are bound to, this large 
trade will be lost to India. You may naturally inquire, why should not 
any other traders take their place? I say they will not. Indians conduct 
their business on different lines. Those who come in their place will not 
do the business on a credit basis same as the Indians do. 

Our fifth objection is that, if Aden is not included in India and is 
transferred to the Colonial Office, then, because Aden salt pays only 
excise duty and not protective duty when it comes to India, the salt 
industry in Aden is bound to be crushed out of existence. These factories 
will be closed down and the lakhs sunk in them be lost, but what is of 
great importance, and .which I would ask Government to boar in mind, 
is that out of Aden’s population of over 50,000, there are 2,500 Arabs who 
%vork in the four salt factories there and this large number will be without 
employment. Sir, I can easily multiply these reasons for objecting to the 
proposed transfer, but I wall not take up any more time of the Council. 

“ I will now just briefly refer to one objection in connection wdth my 
original Resolution of 1921 raised by Sir Denys Bray. He expressed the 
fear at that date that the Arabs and Jews were siding with the Indians 
but how long would the Arabs do so? He thought that as soon as the 
Arabs are educated, they would not join forces with the Indians. The 
long period of 12 years has elapsed since then. The Arabs have not wavered 
in their affection and in their regard and sjmipathy with Indians and for 
good reasons they as well as the Jews prefer to act in concert with them. 
Thc^y know that the presence of Indians help them and therefore there is 
no talk and no fear of their not helping the Indians. I know when I was 
in London some months ago much capital was made of a. small petition 
signed by 32 people and sent to the Viceroy through the Chief Commis- 
sioner of Aden. That was a petition signed not by pure Adenites but by 
32 Arabs who came from the hinterland. As soon as it was discovered that 
such a representation had been sent, the regular Arab traders gob together 
and within a few days sent another representation signed not by 32 Arabs 
but by 500 Arabs disclaiming what was said by the 32, 

And what about our Jewish friends? The Jews in Aden are not Jews 
from the Levant as they are in South Africa, and where they are favoured 
and treated as European.s. The Jews in Aden arc Baghdadi Jews, and 
as much Asiatics as the Indians or the Arabs there. Both the Arabs and 
the Jews know just as well as we do of the Colonial policy to which I have 
referred. They know' the Colonial x^olicy of European po.\vers. It is not the 
British alone, for the policy of Italians in Mussowah and Italian Somali- 
land or of the Dutch in Java and Africa. In Java is just the same dis- 
crimination in favour of the white man against the Asiatic. We fall well 
realise that no matter what professions or promises are made to-day they 
are bound to be broken. The Home Government must create some excuse 
or other to meet the wishes of Europeans in other parts of the Empire to 
see that no favour is extended to Asiatics in Aden which is not extended 
to them in other Colonies. 

I said, Sir, in the earlier part of my speech that the political and 
military administration is already taken away from the Government of 
India, We recognise that the British Empire is great and that it must 
have military outposts both near and far. Aden may well be regarded 
,as the Gibraltar of the East so far as the British Empire is concerned. 
We certainly have a grievance that the transfer' of the political and military 
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admiliistratioii was made withotit our consent and without our knowledge, 
but Indiix is a member of the great British Empire and for that reason we 
no longer press for the return to this country of what is already transferred 
in the vraj of the political and military administration. So far as the 
civil administration is concerned iwe protest and protest most stoutly for 
the reasons I have endeavoured to place before the Council. 

I do hope, Sir, that Government will accede to our wdslies and keep 
the civil administration with the Government of India or if necessary with 
the Government of Bombay. It is one thing for Government to ask for 
our opinion and quite another if Government do not give heed to that 
opinion. We do hope that the Leader of the House will give us an assur- 
ance that if the view held by the Legislature is against the transfer that 
Government will consider itself 'bound to respect the wishes of the Legisla- 
ture and their wishes are what is practically desired by the country at 
large.” 

Several members followed and I quote a pertinent extract from the 
speech of the Honourable Mr. B. K. Basu. It is as follows: — 

“Sir, the real excuse that I have for intervening in this debate is 
that I am suffering from some intellectual tortures ever since I read 
this communique. First, as w^as very ably traversed by Sir Phiroze 
Sethna, I find the words ‘ geographically remote ’ giving me one of 
those tortures because when I find that we have places under the 
a-dministration of the Government of India ivhich are more or less, 
shall I say fortunately or unfortunately, placed in the same position 
as Aden. Take, for example, the island of Andamans. It is in the 
very same inconvenient or convenient geographical position. Geo- 
graphically, the Andamans is nearer to Ceylon than to India. Why 
does not the Colonial Government say, ‘ Give us the Andamans?’ We 
wdll be glad to make a present of it to them; we would not stand in 
their way. Secondly, the cornmninique says that Aden will not naturally 
fit into the new federation. Here again the question tortures me. 
How can the Andamans be fitted into the federation, and if the 
Andamans can be fitted into the contemplated Indian federation why 
cannot Aden be fitted in; it is not very difficult; if you can fit in the 
one, you can fit in the other.” 

Government members did not vote. The non-official members both elected 
and nominated, supported the motion and it was adopted. 

On 16th September, 1933, Sir Joseph Bhore, the Leader of the House 
in the Legislative Assembly, also moved, That the Government of India 
comnuinique, dated 20th June, dOBJ, regarding the future administration of 
Aden be taken into consideration,” There were several amendments on 
the Order Paper, The discussion did not end on that day and wms re- 
sjtimed on ISth September, 193S, when the following substituted motion 
wviB adopted,: Government members not voting: — 

While recording.their emphatic protest against the complete transfer 
to the Colonial Office of Aden Settlement which has for about a century 
./ been an integral part of British Indian administration, the Assembly 
requests the Governor-General in Council to ^ convey to His Majesty’s 
Government the strong desire of the people of India that the proposed 

' transfer" should oaot'; take"";placeA'’' ^ * ' ' ' ' 

^ i Since the passing of -the.^hpvet.two resolutions in the two Houses, of the: 
: Indian Legislature, 'Aere'-haVer'l^en more meetings held in Aden protesting! 
- against the /proposed transfer The proposed transfer wUl seriously afect; 
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the trading communities of the places who are mainly Indians, Arabs and 
Jews. The total European population is about 500, of whom nearly 400 are 
Greeks, Italians and others. There are not more than 100 Britishers and only 
six firms. Government invited the opinion of Indians. There has hardly ever 
sluch perfect unanimity been shown as in this case as is proved by_ the 
decisions of the two Houses and which’ may rightly be taken as the decision 
of the country at large. If Government flout this opinion, it will result in 
much disaffection but what is worse is want of confidence in the assurances 
of Government. . 


APPENDIX. 

The Press communique of 20th June, 1933, was as follows: — 

His Majesty’s Government have recently received repi*esenta,tions from 
different communities among the inhabitants of Aden as well as from certain 
quarters in India, expressing their various views in regard to the transfer 
of the administration of Aden from the control of the Government of India 
to His Majesty’s Government. The matter is one which is now receiving 
the consideration of His Majesty’s Government and of the Government of 
India in connection with the impending constitutional changes. Full oppor- 
tunity will be given for discussion in the India Legislative Chambers at 
their next session and for all the interests concerned to state their views. 
Meanwhile, His Majesty’s Government think that it would be convenient 
that the considerations which suggest the desirability of a transfer of the 
administration and the conditions that would be entailed by such a transfer 
should be made known so that the problem can be discussed with a full 
knowledge of the facts. 

The reasons which suggest that Aden should not remain linked with India 
fUnder the new constitution are, that it is an area geographically remote 
from India; that it w’ould not naturally fit into the new federation; that 
it is already to some extent under Imperial control, and that it is in- 
separable in practice from the Aden Protectorate, which has already passed 
wholly out of Indian control. If it should be decided that the adminis- 
tration of xAden should be separated from that of India, Plis Majesty’s 
Government contemplate that the following conditions would be estab- 
lished : — 

(1) India would be relieved of the annual contribution of approxi- 
mately £150,000 sterling, or Es. 20 lakhs, at present payable towards 
the military and political administration. 

(;2) The right of appeal in judicial cases to the Bombay High Court 
would be maintained. 

(3) His Alajcsty’s Government -^vosuld maintain the existing policy 
of niakirig Aden a free port unless some radical change in the i 3 resent 
economic situation should take place. From their own point of view 
the abandonment of this policy would clearly in existing economic con- 
ditions be financially unsound, since the prosperity of Aden depend^s 
largely on its transit trade. 

(4) His Majesty’s Government -would do their utmost to maintain the 
present standard of administration and would not impose any additional 
taxation unless such a course became, in their opinion, absolutely 
necessary. 

(5) A proportion of Indian service administrative personnel wonild be- 
retained in Aden service for some years after transfer took place. 

(6) No racial legislation or segregation would be permitted by His 
Majesty’s Government. 

10356 ' F 



161 


RECORD IX— (coetd.) 


ADEN 

■ Memorandiim by the Secretary of State for India. 

1. I desire to make it clear at the outset that the note which follows 
expresses views about the future of Aden which I wish to lay before my 
colleagues of the Joint Committee at this stage for their consideration. The 
nature of the recommendations to be made to Parliament is a matter for 
the decision of the Joint Committee, and that decision cannot, of course, 
be compromised in any way by anything I say now, 

. . ■ History, . . , 

2. Aden has been an important ezitrepot of trade since early times — at 
any rate since the early centuries of Islam. In 1513 it was attacked 
unsuccessfully by Albuquerque. In 1538 it was acquired b 3 ^ the Turks as a 
base of oizeratioiis against the Portuguese, and belonged to them until 
1630. Subsequently it was possessed various Arab Chiefs until 1839, 
when it was captured by the British with a force of 300 European and 400 
Indian troops. The occasion of its capture was an outrage on the passengers 
and crew of a British buggalow wrecked in the neighbourhood. The East 
India Company, however, had already in 1829 contemplated making it a 
coaling station, but at that time had abandoned the idea, owing to the 
difficulty of procuring labour. Perim, which now forms part of the Aden 
Settlement, had been occupied by the British in 1799 as a precaution against 
the possible descent of Napoleon on India, but was subsequently abandoned 
till 1857, when it was reoccupied. 

It will thus be seen (a) that Aden has always been a place of general 
strategic importance, and {h) that it has been for centuries an Arab town. 

Fopulation. 

3. The population of the Aden Settlement (excluding Perim, which has 
a population of 1,700) at the 1931 census was as follows: — 


Arabs 

Indians 

J ews 

Somalis 

Europeans 

'iiOscellaneous 

Total 


29,820 

7,2S7 

4,120 

3 , 9 ^ 3^5 

1,145 

331 

46,638 


Titus about 64 per cent, of the population, is Arab as against about 15 per 
cent. Indian. The total area of the Settlement is 75 square miles and of 
Perim five square niiles. 

Ticeent history of question of transfer. 

4. S})eeches delivered in the debates in the Indian Council of State on 
31st August and i.n the Legislative Assembly on 16th and 18th September, 
1933, referred to the histoi'y of the various recent steps taken in regard to 
Aden. Some of these speeches seem to indicate , that there is a mistaken 
impression that His Majestybs Government • have, led up to the present 
proposal by a series of faits accompUs, In order to correct any such 
impressions, it may be desirable to summarise the recent history of the 
question and the present position. y 
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(i) Tlie political and military administration , of ■ AdeD lias been con-' 
trolled' by : His Majesty’s Government since .1917, when it was taken ' 
over as a war measure. A prolonged' discussion an to the finaiiciai and ': 
administrative responsibility follow^ed the War, and iwas finally settled" 
by a Cabinet decision of December, 1926, on /a basiS' financially . far : 
more favourable to India than previous |)roposals made by the Colonial: 
Ofiiec; the civil (i.e.,' internal, municipal) administration of the Settles 
meiit was left with India, and the political control (i.e., sole responsi- 
bility for the Protectorate) .and military control with His Majesty’s Gov-: 
ernmeiit, vrho took ower the military and political charges with the aid of 
an annual contribution from Indian revenues (of £250^000 a year for 
the first three years, and after that one-third of the total annual cost, 
subject to a maximum of £15G,0{X) a year). India’s present liability 
under this head is about £120,000, but as Sir George Schuster pointed 
out in the Assembly, it might at any time rise to £150,000. Pledges 
have been given by the Government of India from time to time that the 
civil administration will not be transferred to His Majesty’s Government 
without the Legislature and the interests concerned being given an 
opportunity of expressing their views. In 1931 it was decided, as a 
measure of administrative convenience, to transfer the administration 
from the Government of Bomhay to the Government of India, and this 
transfer was made with effect from 1st April, 1932. In November, 
1931, Lord Willingdon and Sir E. Howell (then Foreign Secretary to 
the Government of India) stated to a deputation that this change did 
not affect the question of transfer to the Colonial Office and was not 
a step towards any other change. That statement w'as correct; the 
decision taken in 1931 was taken simply as a matter of administrative 
convenience; and if it had not been taken, the constitutional question 
which has now arisen would have had to be consklGred none the less. 

(ii) Until progress had been made with consideration of the present 
proposals for Indian constitutional reform, no question arose of revis- 
ing the decision of 1926 regarding Aden. But as the proposals for an 
Indian Federation with responsibility at the centre took clearer shai^e, it 
became obvious that, the question of Aden would have again to be 
considered with a view to deciding whether the continuance of the 
existing arrangements would be practicable if the Government of India 
were converted into a Federal Government. Hence the statement in 
the White Paper that the future arrangements for the Aden Settle- 
ment are under consideration. On 30tli iMay I received a depiitatioai 
led by His Highness the Aga Khan, of v^hich Sir P. Sethna was spokes- 
man. I noted the views of the deputation and gave them the assurance 
that 3ao decision would be, taken before discussion in the Indian Legisla- 
ture, and furthei’more that, whatever the decision might be, every 
care would be taken to safeguard existing interests so far as it lay 
in the power of His Majesty Government to do so. At the same 
time I suggested to the deputation, as matter for reflection, the diffi- 
culties of fitting Aden into the proposed Indian Federation. 

(iii) Subsequently,'^ iu'.’ order /that' the’ question might be discussed by 
the Legislature and considered by the interests concerned with a full 
knowledge of the facts,;,ffis.AEajesty’s government authorised the state- 

, me,nt, published . . on 19th .,Luno.., (appended . to., . this , , ..memoran duni: and ■ issued, 

ydn India ai$ ''20th June, which is appended to Sir P. 

Sethna’a memorandum)/ the considerations which suggest the 



ON INDIAN CONSTITUTIONAL BEUORM 


163 


20'^ Novenihris, 1933.] AIemokandum by the [Continued. 

SeCISETAIIY of tSXATB FOB' InBIA. 


desirability of the transfer of Aden and the conditions and assurances 
which His Afajesty^s Government are prepared to give if transfer takes 
place. Since then opportunity has been given, as promised, for full 
discussion in both Chambers of the Indian Legislature, and steps have 
been taken to elicit the wishes of the Arab population of Aden itself. 

(iv) Tims we now have available all the material required for a full 
consideration of the question. For my own part I have carefully 
studied the debates in the Legislature and need hardly say that I 
attach groat 'veight to the riews expressed therein, but I have also 
had to consider most anxiously the whole question in the light of all 
the facts, the various and extensive interests involved, and the views 
expressed in various q-uarters. 

Difficulty of placing civil administration under Indian Federal Governmejit. 

5. The debates in the Indian Legislature indicate that the true nature 
of the difficulties of fitting Aden into the proposed Indian Federation may 
not have been fully appreciated. The only difficulty mentioned in the 
debates was the fact that Aden is now a Chief Commissioner’s Province 
directly under the Government of India, and members naturally asked 
why this difficulty could not be met by returning Aden to tlie Government 
of Bombay and making it again part of the Bombay Presidency. It is 
therefore desirable that I should explain more fully the luiderlying reasons 
for the assertions in my statement of 19th Juno, that Adeji would not 
naturally fit into the new Federation, that it is already to some extent 
under Imperial control and that it is inseparable in practice from the Aden 
Protectorate, which has already passed wdioliy out of Indian coiitroL’’ 
They are as follows. 

It would be extremely difficult, if not impossible, to make a clean sepa- 
ration between the Arab towm of Aden and its Arab hinterland, the Aden 
Protectorate. Similarly, it would be impracticable to effect a comx>lete 
divorce between the civil administration of the Settlement on the one hand 
and the jiolitical and military control of the Protectorate on the other. 
For many pairposes the whole area forms a single wdiole. At present there 
is a condominium, the civil administration of the Settlement being controlled 
from Delhi, the political control of the Protectorate and the defence of 
both being placed directly under His Alaje^ty’s Government. Naturally 
there are very great practical difficulties involved in a condominium of this 
character. The only reason why it w’orks efficiently in practice at all is 
tluit in the last rt;sort the decision of all questions arising vests in His 
AlajedyV Government. This is so because the Government of India under 
its present cons tllu lion is hi the last resort subordinate to His Alajesty’s 
Government. But when the Government of India becomes a Gov'ernment in 
whicli responsibility for the civil administration of Chief Commis^sioners’ 
ProAunces rests upon Ministers, the position will be entirely different and 
the division ol' control, which is just workable at present, wonild become 
entirely unworkable. This objection 'would not be removed, but on the con- 
trary would if anything be strengthened, if Aden were made a part of a 
Governor’s Province under the new constitution. Bhirfchermore, for defence 
purposes it is oliviously impossible to make a distinction between the Pro- 
tectorate and the Settlement, and it is therefore essential that the defence 
of the latter as well as of the fomier should continue to be a direct re- 
sponsibility of His Alajesty’s Government. But a eontiniuance of the 
present system, whereby defence vests in His Majesty As Government in 
respect of the Settiemont as well as of the Protectorate, wmuld become con- 
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stitutionally anomalous if the Settlement became part of a semi-antonomous 
' Indian Federation. Such a constitutional anomaly would be removed by. the': ■■ 
retransfer of military control to India but this solution is ruled out by the 
reqluirements of Imperial Defence. 

Imperial Interests. 

6. The strategic position of Aden, and its importance from this point of 
view to the Empire in the East generally and not merely to any single 
Empire unit, is a strong argument for control by the Home Government. 
This by itself might be vieived as a decisive objection to the retention of 
the existing condominium when once the new constitution is established in 
India. Aden, in fact, besides its importance to the Empire as a refuelling 
station, is of greater general strategic importance to Imperial communica- 
tions and to the Empire as a whole than to India by itself ; moreover, Aden 
(Settlement -plus Protectorate, which for this purpose are an integral whole) 
is of political importance with regard to Arabia. 

Arab Interests. 

7. One of the most impooitant factors to be considered is the interests of 
the Arab majority of the Aden population. In the Indian Legislature 
reference was made to resolutions against transfer purporting to represent 
the views of the Arabs as well as of the Indians. Biut since the publication 
of my -statement of 19th June, the object of which was to elicit Arab as well 
as Indian opinion, I have been at pains to obtain from the Chief Com- 
missioner a report on the real wishes of the Arabs. The Chief Commissioner 
reports that the Arab community are as a whole satisfied with the existing 
state of affairs (i.e., with an administration controlled through the Gov- 
ernment of India by His Majesty’s Government), but that they view with 
grave misgivings the possibility that the Government of Aden may become 
Indianised as the result of constitutional changes in India, and fear the 
subordination of Arab to Indian interests; and (since ,a continuance of the 
present state of affairs would in any case be made impossible by the forth- 
coming Indian Eeforms) they would on the whole x>refer that the adminis- 
tration of Aden should henceforth be controlled by His Majesty’s Govern- 
ment direct. 

Fear of racial discrimination. 

8. One of the fears expressed in the Indian Legislature was that Sunder 
Crown -Colony Government Indians would suffer from racial discrimination. 
This is really answered by the categorical assurance which I gave on 19th 
June that, as one of the conditions of transfer, No racial legislation or 
segregation would be permitted by His Majesty’s Government.” There is 
no parallel at ail between the situation in Aden and that in Kenya which 
has been referred to in the debates in the Indian Legislature. 

Financial effect of transfer. 

9. In the Council of Stale debate, Sir P. Sethna suggested that, if the 
civil administration of ^Aden'As transferred, India would lose Es. 10 lakh© 
revenue from salt, income tax. and super-tax, to set off against the saving 

' on the military contribution. './TMr point was dealt with by Sir G. Schuster 
xn Legislative Aseembly., 'India, would save the military contribution 

^ ^ which in 1980-31 was lakhs), in 1931-32 ^6136,000, .and in 

1932-33 about L5120, 000 -(according -’to the preliminary figures), 'and might 
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regards the civil administratioD, slie would hand over an approximately 
even balance. The actual figures of civil revenue and expenditure for the 
, years from 1927-28' to 1933-34 are as follows; — 


r ears. 

Bevenue. 

Expenditure. 

Surplus-h 
Deficit — 


Lakhs, 

Lakhs. 

Lakhs. 

1927--28 ■ ..., . ... 

7*46 

13 -69 

-6*23 

192,8-29 ■ ... 

... 10^86 

12-23 

- 1*37 

1929-30 ■ ' ... .... ., 

12*18 

11-16 

+ 1*02 

1930-31 

10*28 

12-46 

— 2*18 

1931-32 

12*04 

11-39 

+ 0*65 

1932-33 (revised) ... 

... 13*64 

11-02 

+ 2*62 

1933-34 (budget) ... 

12*22 

11-36 

4* 0*86 


For these seven years the average balance is a deficit of Rs. 0.66 lakhs, 
or, if the year 1927-28, which was abnormal, be excluded, a surplus of 
Rs. 0.27 lakhs. For the year 1932-33 there was a comparatively large 
surplus of Rs. 2.62 lakhs, due to the rise in income tax receipts in Aden 
in that year. There was a small and precarious surplus in 1931-32 of 
Rs. 0.65 ‘lakhs and in 1933-34 (budget estimate) of Rs. 0.86 lakhs due to 
retrenchments. The only qualification of the statement that an approxi- 
mately even balance would be handed over is that some part of the income 
tax paid in India in respect of Aden may be lost under the provisions 
for relief from double income tax ; the Government of India are naturally 
unable to give any exact estimate of this figure, but say that they may 
have to lose a lakh or two. 

Effect of transfer on trade, 

10. It has also been suggested that if Aden is transferred, Indian trade 
would be lost and Indian merchants would leave and that this has been 
the result of the transfer of Somaliland to the Colonial Office in 1905. (Prior 
to that date Somaliland was administered by the Resident at Aden from 
1884 to 1S9S, and by the Foreign Office from 1898 to 1905.) It is stated 
that traders (Indians, Jews and Arabs) have left the Somaliland ports owing 
to high taxation resulting from costly administration. However this may 
be, there is, as a matter of fact, no basis for the comparison between Aden 
and Somaliland. I understand that a reason why the Somaliland ports 
have deci^eased in prosperity is the difficulty in that country of levying 
direct taxation, owing to the unruly character of the inhabitants, with 
the conseciuence that the administration is the more dependent on import 
duties. But the position at Aden is exactly the reverse, as Aden is a 
free port and the cost of the administration is met by direct taxation. 

Effect of transfer on Aden salt, 

11. Indian salt firms at Aden fear that their interests would be adversely 
affected by transfer. The position is that salt made in Aden is at present 
exempt from the additional import duty in India imposed by the Salt 
(Additional Import Duty) Act of 1931, as amended in 1933, and accord- 
ingly shares with salt made in India the advantage of a preference over 
other foreign ''' salt. Under the operation of the Act of 1931 this prefer- 
ence was 41- annas per maund, but by the Act of 1933 it has been reduced 
to 2| annas per maund. If Aden ceased, to be- part of India and no 
concession were made to Aden salt, it would lose this preference. This is 
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nofc a matter in whieli tlie Secretary of State can interfere, as lie is 
precluded from doing so by the Fiscal Convention. If Aden is sepra-ated, 
it will be for the Indian Legislature .of .the future , to .decide what terms ... 
should be accorded to salt from Aden. The concern shown in the recent 
debates in the Indian Legislature for the commercial and other interests of 
Indians at Aden seems to give some ground for hoping that, as I sincerely 
trust may be the case, the Legislature would not be unresponsive to any 
appeal on behalf of the Aden salt manufacturers. 

Misunderstanding of the assurances in the statement of 19th June. 

12. The conditions contemplated by His Majesty’s Government in the 
statement of 19th June in the event of transfer are in my view generous 
and ought to meet any reasonable apprehensions on the part of the Indian 
interests concerned. The speeches in the Legislature showed that there 
are certain misunderstandings as to the meaning of these conditions. Those 
regarding the contribution and the promise that there would be no racial 
discrimination have been dealt with above. Assurance No. 2 that a right 
of appeal would continue to lie to the Bombay High Court, has been 
included among the assurances in the interests of Aden litigants. An 
undue amount of attention has, I think, been directed to the qualified 
form of assurances 3 (maintenance of the free port) and 4 (maintenance 
of the present standard of administration without imposing additional taxa- 
tion). As regards 3, I would emphasise, what is stated in the assurance, 
that from the iioint of view of His Majesty’s Government themselves the 
abandonment of the policy of a free port would clearly in existing economic 
conditions be financially unsound, since the prosperity of Aden depends 
largely on its transit trade. The assurance that the policy would be main- 
tained was only qualified by the words ‘‘ unless some radical change in the 
present economic situation should take place,” I think that critics of this 
qualification may have overlooked the word radical.” Assurance No. 4 
not to impose any additional taxation ” was qualified by the words 
^ unless such a course became, in His Majesty’s Government’s opinion, 
absolutely necessary.” This is an obviously necessary qualification, as His 
Majesty’s Government could not bind themselves in such a matter for ever. 
The wording of assurance No. 5, A proioortion of Indian service adminis- 
trative personnel would be retained in Aden service for some years after 
transfer took place,” has been misunderstood. The meaning w*as that a 
proportion of the administrative personnel at Aden would continue to 
belong to the Indian Service for some years. In the Indian Legislature it 
has been interpreted to mean that , only a proportion of the Indians at 
present serving among, the administrative personnel would be retained for 
some years, and that the remaindier would be sent away. In order to make 
more explicit the meaning of this, assurance, I may say that His Majesty’s 
Government are prepared to give an assurance that, in the event of the 
transfer of Aden, all Indian administrative personnel serving in Aden at 
the time of transfer would be retained; on the terms of service under which 
. they were then serving, , subject only to modification by mutual consent; 

■ when vacancies occurred,; ^ Indians '/would remain eligible for appointment 
(though there would be. a, ^aduaV, substitution of Colonial Service ofiicers); 
it would be understood' thi,t;; alh mewcdmers to the Aden Service would be 
'A'’- ' appointed on definite terme''%AW’ agreed uipon in each case, and would 
have no claim' to Apdian’. conditions ■of'.'. service, unless these were specially 
imported into their agreehieiit$;',4l':lftt©rs of appointment. 
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Additional asswance. 

13. His iMajesty’s Governnieiit are also iirepared to give a .speciiie 
adclitioiial assurance that in the event of transfer Indian British subjects 
would be allowed to enter the Protectorate under precisely the same con- 
ditions as any other ' British' subjects.'. 


APPENDIX.. 

'Statement, in answeb., to A'^ question by Mb. David Greneeld in the House,. 

OF Commons, Dated 19th June, 1933. 

Sib 'S. Hoabe: Hie Majesty Government have recently received repre- 
sentations from different communities among the inhabitants of Aden as 
well as from certain qouarters in India, expressing their various views in 
regard to the transfer of the .administration of Aden from the control of the 
Government of India to His Majesty’s Government. The matter is one 
%vhich is now receiving the considGration of His Majesty’s Government and 
-of the Government of India in cT>nnection with the impending constitutional 
changes. Full opportunity will be given for discussion in the Indian legis- 
lative Chambers at their next session and for all the interests concerned to 
state their views. Aleanwhile, His Majesty’s Government think that it 
would be convenient that the considerations which suggest the desirability 
of a transfer of the administration and the conditions that would be entailed 
by such a transfer should be made known so that the problem can be 
discussed ■with a full knowledge of the facts. 

The reasons wliich suggest that Aden shonuld not remain linked with 
India under the new constitution are, that it is an area geograiihically 
remote from India; that it w'ould not naturally fft into the neiv federation; 
that it is already to some extent under Imperial control, and that it is 
inseparable in practice from the Aden Protectorate, which has already passed 
wlioily out of Indian control. If it should be -decided that the adminis- 
tration of Aden should be separated from that of India, His Majesty’s 
Government contemplate that the following conditions ivould be estab- 
iisiied : — 

(1) India would be relieved of the annual co-atri biution of approxi- 
mately B1I50,000 sterling, or Rs. 20 lakhs, at present payable t-oivards the 
military an-d political administration. 

(2) The right of appeal in judicial cases to the Bombay High Court 
would be maintained. 

(3) His Alajesty’s Government would maintain the existing iiolicy of 
making Aden a free port unless some radical change in the present 
economic situation should take place. From their o-wn point of vieiv 
the abandonment of this policy would cleaidy in existing economic con- 
ditions be financially unsound, since the prosperity of Aden depends 
largely on its transit trade. 

(4) His x^fajesty’s Government woaild do their utmost to maintain the 
present standard of administration and would not impose any additional 
taxation unless such a course became, in their opinion, absolutely 

necessary. ' , . 

(5) A proportion of Indian service administrative personnel would be 
’ retained in Aden service for some years after transfer took place. 

{ip No racial legislation or segregation would be permitted by His 
. .Majesty’s Government. 



RECORD X 


The following Memoranda were handed in by Indian 
Delegates before leaving England 


1. Memoranda submitted by Sir Akbar Hydari 
GENERAL - 

FEDEBATION. 

Tlie porpose of this paper is to state shortly the views of the Hyderabad 
representative on Federation and his comments on the White Paper. It is 
hoped that a concise, although not |)erhaps exhaustive, statement of this 
kind may be of use to the Joint Select Committee in its deliberations. 

I^illT I. — ^GeNMR.AL'. ■ ■ 

1. The object of the State is and always has been whilst preserving the 
sovereignty of H.E.H. the Nizam to co-operate to the best of its ability in 
furthering the interests and political development of All India under the 
U'gis of the British Crown. In our opinion, this object can be achieved, 
and perhaps only achieved, by the establishment of an Indian Federation 
on the general lines discussed during the past three years, provided always 
that certain fimdamentni (‘onditious are satisfied. It is not without interest 
to note in this connection a Memorandum written by Sir Akbar Hydari, 
on the 2nd October, 1930, entitled “ Federal Scheme for India,” which will 
he found at p. IBL Tins shows clearly the general lines upon which tlie 
State has a.p])ronehed the problem from the outset. 

2. It is hardly necessary to say that one of the fundamental conditions 
xxderrocl to above is that tlie Federal Government in favour of which the 
States will be parting with some of their existing po.wer.s shall have responsi- 
bility in the exercise of such powers. Hesponsibility to a substantial extent 
is also necessary, so that the States will be able to exercise a real influence 
through the representation which they will have in the Federal Legislature, 
Another condition is that the Provinces, and not only the States, should 
possess a srzfficient degree of autonomy. Law’ and Order is not made a 
federal subject in the White Paper and it is essential that it should remain 
a unit subject. This matter is also dealt wdth in Sir Alvbar Hydari’s 
^Memorandum dated '23th May, 1931, and entitled Memorandum on Central 
Subjects,” 'whicli begins at p. 185. The White Paper as it stands Is in 
general aec.nrd with the State’s view^s on these points. 

3. Another fundamental condition Is that the Governor-General and 
the Governors shall lie appointed by His Majesty on the advice of his 
Ministers in the United Kingdom. This is, of course, the intention under 
the White Paper, and no doubt it will be clear under the provisions of 
tJsc Act. 'riie same remark applies to the Commander-in-Chief and the 
Judges of the Federal Court, 

4. It is vital that the relations of the Btate ■ wdth the Grown in the 
United Kingdom should be safeguarded and preserved. The White Paper 
deals -with this point (a) by the reservation of Defence and external affairs 
to the G over nox*-Gen oral acting in his discretion and under responsibility 
to the Secretary of State, and, through him, to Parliament; and (b) by the 
exclusion of these relations from the Federal- sphere except in so far as 
acceptance by the State of Federal powers and .'jurisdiction brings them 
within that sphere. 
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By .acceding to tlie Federation tlie State would be consenting to a given , 
..state of things and no other. It would be acceding to a written 'Oonstitii- : 
tion containing certain specific provisions, and an^' fundaniental or major 
alteration in these provisions unless made with the State’s consent should 
set it free from the obligations it had undertaken. In particular it will 
be remembered that throughout the discussions preceding the Wliite Paper 
Befence was treated as a Crown subject outside the Federal Sphere. 
Although ill the 'White Paper this proposal is modified, at any rate in 
form, the State places reliance upon the fact that the effective reservation 
of Defence to the Crown is an integral part of the pro|>osed Gonstituticn 
and that no modification could at any time be made in this regard without 
a fundamental change in the Constitution. The last thing the State 
would wish would be that the dissolution of the Federation should be con- 
templated as a practical eventuality, and it does not seem desirable expressly 
to provide for a formal right of secession. On the other hand, the position 
indicated above should, in our view, he established as a matter of law. 
Further, in view of the extreme importance to the State of its engage- 
ments .’with the Crown in the United Kingdom, and in particular those 
touching Defence, it would be necessary to provide effectively, and inde- 
pendently of the Constitution Act, for the continuance in force of the 
military guarantees under existing treaties notwithstanding any alteration 
in the Constitution and for the revival of any treaty obligations affected by 
the accession of the State to the Federation in the event of such accession 
lapsing. 

5. It may he desirable to refer briefly to the subject of Paramountcy. 
As the State understands the White Paper scheme, this contemplates that 
certain pow'ers now exercised by the Grown in the name of Paramountcy will 
pass over to the Federal sphere for exercise by Federal organs by virtue of 
the State’s agreement to that effect, whilst the remaining Paramountcy 
powers aviil continue in the hands of the Crown in the United Kingdom 
acting, in India, through the Viceroy. (See Introduction, para. 7, 8, 9; 
Proposals 1, 2, S, 7.) It is clear that once a Paramountcy power passes to 
the Federal sphere it must become in all respects a Federal power, identical 
in nature and in the manner of its exercise with any other Federal power. 
There cannot, it seems, he any doubt that this is the intention, but the 
point should be borne in mind when drafting the Constitution Bill. More- 
over there should be no room for the exercise of Paramountcy x^orivers for 
the enforcement of Federal duties unless and until there is a decision of the 
Federal Court to which the State has failed to give effect, 

. 6. Another and different question connected vtdth Paramountcy may be 
referred to. It is obviously necessary that the Yiceroj?' .should have the 
means of implementing his duty for the discharge of the functions of the 
Crown in and arising out of its relations with the Rulers of Indian States. 

, x\s regards finance this is covered by Proposal 49 (iii) of the White Paper, 
])ut it is not clear how the matter stands in other respects, e.g,, as regards 
'the use of the military forces.; ^ Proposal 6, suggests that the use of the 
army in India might he held to. be . limited to Federal purposes. 

^’7* In its examination p|.-tlie._White Paper Proposals it has been increasingly 
borne in ' upon the State, that '-some provision should be made in the Con- 
stitution to ensure Ahat'''lcgfelatiott.,-Oh Federal Subjects shall be fairly 
framed and applied 'as.. hetw^bn 'the, different parts of the Federation. There 
are certain' particular '.heads ^undar/' which > provisions for this purpose are 
/' especial ly.. appropriate '-and; As regards Railways, the conditions 
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applicable to which are well-known, legislative precedent exists in England 
and elsewhere making it possible to put forward concrete clauses of a 
somewhat elaborate character based upon actual experience, and the State 
is submitting proposals to deal with that particular subject. But there 
are other heads which cannot be approached in the same way. For example, 
navigation is a matter which seems clearly to call for safeguards 
analogous to those applicable to railways, and yet the comparative paucity 
or experience and the impossibility of forecasting future developments render 
it impracticable to proceed on the same detailed lines. xAgain, take the 
wide and somewhat indefinite subject described as development of industries. 
Borne protection from unfair discrimination seems clearly advisable although 
it is difficult and probably undesirable to attempt to provide sx)ecificaily 
for each particular instance that may arise. Other subjects where equality 
of treatment is ob%dously necessary are, for example, customs, excise, and 
other taxation. These are perhaps the most striking illustrations of the 
need for safeguards of the nature under di.scussion, bnt they are not 
exhaustive. The possibility of unfair discrimination exists under most of 
the heads in Appendix VI, List I, of the White Paper. 

As at present framed the only provision made in the White Paper with 
regard to legislative discrimination is under Proposals 122-124. These 
provisions are strictly limited both as regards the nature of tlic prohibited 
acts, and the ground on which they are based (religion, descent, caste, etc.), 
and they are also iiiuitod as regards territorial operation. They only apply 
in British India. 

The State proposes that the Constitution should contain a provision of 
a broader kind in addition to Proposals 122-124. It is conscious of the 
need not unduly to shackle the Federal legislature and Government by 
constitutional restrictions, but it considers that a clause such as it desires 
should not have this result. Taking certain provisions of the Australian 
Constitution as a general guide the State -would suggest that the clause to 
be inserted in tlie Indian Constitution Act should provide in subsfcancn that 
the Federation shall not by legislative or administrative action give undue 
or nnreasonahie preference to one part oi’ India over another part, or to 
one Unit over another Unit or discriminate unfairly bet-weon one part of 
India and another part or one Unit and another Unit. The Federal Court 
would, of course, decide in case of dispute whether any particular case 
came within the clause, 

Tn the State’s view the successful working of the Federal Constitution 
w'ill depend to a very large extent upon the Federal Court. This institu- 
tion is, as it were, the corner stone of the edifice. Out of its judicial wisdom 
will grow the constitutional Common Law which will shape the day-to-day 
working of the central and local organs. A combination of absolute imi- 
partiality as between the different interests involved and outstanding 
legal and statesmanlike qualities will be requii*ed of the members of the 
Court. With these considerations in mind, the State views with concern 
any propo.sal which may tend, whether now or in the future, to blur the 
true fimction ol: tlio Federal Court as the interpreter and guardian of tlie 
Constitution. The State appreciates the desirabiHty of uniformity in the- 
interpretatioii of Federal laws and would be prepared" to consider favour- 
ably any proposal limited to this particular extension in the Jurisdiction of 
the Federal Court as laid down in the White - Paper, provided it were 
carried out in such a way as to secure that the intervention of the Federal 
Court was limited to the giving of ,an opinion on the construction of 
Federal statutes, the decision of cases being retained by the State Courts. 
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But the State 'feels strongly that any alteration of the present scheinh in 
the direction of allowing a combination of the functions of the Federal 
Court with those' of a ■ Supreme' Court would be imacceptable. . 

9. We are not 'dealing in. "this Memorandum, iwitli the. important subject ; 
of Railways, , because 'a separate Memorandum on this head is being laid,;' 
before the Committee.,;' ■ / 

,10. ‘One more general question requires., consideration. It would be, vim-, ,, 
'.'possible for the State to accede to the federation unless .it .was plains 
beyond doubt from the constitutional docmnents that the sovereign status 
of H.E.H. the Nizam Yvas fully maintained and preserved. One illustration 
of this is to be found in the question of administration. Throughout the 
Round Table Conferences the discussion as to the division of powers between 
the Federation and the units proceeded upon the basis of a clear cut 
distinction between policy and legislation on the one hand and administra- 
tion on the other. The first eight subjects in Appendix VI, List I, of the 
White Paper were, of course, then treated as outside the federal category, 
but leaving those subjects aside for the moment, most of the subjects which 
now appear in the federal list were described as being federal for policy 
and legislation^^ only, and it was on this footing that the State envisaged 
the question of accepting any given subject as federal. The distinction has 
been dropped in the White Paper, but the State desires to make it plain that 
it adheres to the substance of . the conception and desires that it should, 
as far as possible, be realised in practice, whatever form the constitutional 
provisions may take. While the State is prepared to agree that Federal 
legislation on certain subjects shall have effect in the State, the State 
could not agi‘ee to a provision for the formal cession or transfer of admini- 
stration to the Federation. Administration fails, broadly, into the follow- 
ing parts : (1) The laying down of detailed regulations for giving effect 
to a statute and the activities of a central department or office, including 
the issue of explanatory circulars and other wu-itten matter; this may be 
described as central administration. (2) The actual carrying out on the 
spot of legislation and regulations by means of officials and otherwise; this 
may be called local administration. (3) The functions of inspection. Whilst 
(1) may proiierly be the function of a central authority the State -wishes, 
generally speaking, to keep (2) completely in its own hands in regard to 
the subjects which it accepts as Federal. With respect to (3) it would not 
object to normal routine inspection, by arrangement with the State, on 
behalf of the Governor-General acting in his discretion. 

’Other illustrations of a different kind, where the sovereign position of 
the Nizam is involved, are found in the subjects in which the State will 
have to reserve to His "Exalted Highness the right to mint his own coinage 
and issue his own stamps. These examples are not, of course, intended to 
be exhaustive but they are given in order that the Committee may have 
an indication of points in which the sovereignty of His Exalted Highness 
■ is manifestly concerned. As.to/sueh matters In particular the State would 
wish the Committee to he- in no doubt as to the attitude of the State. 

.■ Part II. — -'Comments on White Paper. 

Pliese U'TC d^ult with h^low Mnder ih.$ of the Paper Ffoposcils* 

Ffoposdh 2 rmd .3.. ./ . •/ - -v t 

.The State refers 'to tlW Secretary of State’s answer to Question 7895 in 
.-^v'vhis evidence .before' the' Joint" ^lect Committee and reserves its right to 
- comment hU:' the drafting 'of Proposals. The same observation applies 
.to Froposal't’; ^ 1 
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111 Proposal 3, third line, delete the words '' or otherwise.’’ The State 
understand that this is accepted — (Vide Question 7705). 

The State asks that the Preamble to the Act should mention explicitly 
that the rights of the States and their relations wdth the Crown remain 
outside the Federal sphere and subject to the present regime except in 
so far as alteration is effected by the State’s acceptance of Federal authority 
— (Vide Question 7738). 

In the last sentence of Proposal 3 it is suggested that the obligations ” 
of the Crown should be referred to as well as the powers.” 

Prtrpoml 18 (e). 

The scope of this special responsibility should be made clear. ^ Having 
regard to paragraph 29 of the Introduction it appears to be the intention 
that Proposal 18 (e) should cover, and cover only, discrimination of the 
character defined in Proposals 122-124. As drafted, however, Proposal 18 (e) 
is wider as regards space and persons and possibly narrower as regards 
the limitation introduced by the word ^‘commercial.” 

Vropoml 18 (/). 

The State asks for the addition of the words ‘‘ and vital interests ” 
after “ rights ” in White Paper Proi^osals 18 (/) and 70 (e). It understands 
that this has been accepted — (Vide Question 8669). 

Proposals 24 and 27. 

The State refers to WTiite Paper Proposal 24 and to the Secretary of 
State’s answ'er to Question 7199 that the Euler of a State may vacate the 
seat of a member of the Council of State appointed by Iiim. The State 
desires this to be so, but it is not clear that the White Paper Proposals 
do in fact enable a member of the Council of State to retire or the Euler 
of a State to vacate the seat of his nominee. 

The State vsuggests that a new Proposal should be inserted after 27 : — 

“ 27tt. A member of the Council of State appointed by a Ruler of 
a State shall vacate his seat if called upon so to do by notice in writing 
from the Euler of such State. ’’—(Fide Question 7199). 

The State has the same comments to make witli regard to the retirement 
of a nominee to the Assembly appointed by a Euler of a State and suggests 
the insertion of a new Proposal 3Qa as follows: — 

“ A meml>er of the Assembly ajjpointed by a Euler of a State shall 
vacate Iris seat if called upon so to do by notice in writing from the 
riiilor of such State.” 

pToposal 26 — V'ith regard to the strength of the Federal Legislature, 

For " 260 ” substitute ’ for “l50,” substitute ~ ’ and for “ 100 ” 

bU 36 

substitute ‘ 

24 . 

Dejete the last two lines from “-and not more” 'and substitute a clause 
providing that any deficiency in the full' number, of ' members appointed by 
the Eulers of Indian States will be made 'up ■partly by members nominated 
by the Rulers of the acceding States and partly, by :,the Governor-General in . 
his discretion. '■ ; /'r: ''"V, ■ 

The State is submitting a separate ' ■Me'morandum on this subject— 

^ page 189 ). , , / " ■: , 
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Troposal 29..' 

SubstitEte; 150 ” for 375/^ “ 100 for 250/’ and. 50 ”, for 125.” /; 
Add at the end a similar clause to that suggested under Proposal 26 

..■•■■aboYe..', ,, , 

Fraposal 34. 

Insert in Proposal 34 {/) after the sYord having ” the words ‘‘ otherwise 
than as a member of the public,” Further it does not seem clear as the 
Proposal is drafted wdiat it is to be the effect of disclosure or wdien or to 
whom it is to be made. 

The same points arise under Proposal 84 (/). 

Froposal 102. 

Insert “ (a) ” after the words to make rules ” and insert at the end 
of the first paragraph; — 

” (h) prohibiting, save with the prior consent of the Governor given 
at his discretion, the discussion of or the asking of questions on matters 
connected with any Indian State.” 

The State understands that this suggestion is accepted — (Of. Proposal 52 
and Questions 8670, 8671). 

Proposal 110. 

The State refers to this , Proposal and reserves its right to comment on 
the words in brackets when it sees what is proposed — (Fide Question 8673). 

Proposal 111, 

The State refers to this Proposal and to the \yords (exclusively federal) ” 
following the words ^^List I ” in Appendix VI. 

The State understands that it is the intention of the White Paper Pro- 
posals that the States shall have concurrent pow-ers of legislation wdth 
respect to subjects in Appendix VI, List I. It therefore seems necessary 
to delete the word exclusively ” from the heading of this List on p. 113, 
and it w^ould also be advisable to delete the same word from the heading of 
List II. The mutually exclusive character of the powers of the Federal 
and Provincial Legislatures with respect to the two lists are sufficiently 
provided for by Proposals 111 and 112. 

The sentence in Proposal 111 beginning Federal laws will be applicable ” 
calls for consideration. It is thought that the words Federal laws ” are 
intended to cover any Federal law validly made with respect not only to 
a subject in List I, btit also to a subject in List III. Whether this is 
so or not, the position , should, it is submitted, be made plainer. Further, 
it is presumably intended to convey by the -word applicable ” merely that 
tlio Federal laws in question are to be personally binding ux^on British 
subjects and servants of the Crown within any jiart of India outside British 
India, and upon Indian subjects of -His Majesty anywhere outside India, 
so that if and when they return to British India they can be held answer- 
able for any breach of the law committed outside. Just as it is obviously 
not amant that Federal laws would be", operative as the law of the land, or 
■ enforceable, outside India, e.g.;,rdn France, so also it cannot be intended 
that B^ederal laws with 'Tesiieet :to.' a subject not accepted as Federal in the 
Instrument of Accession should be' '•so ."Operative or enforceable in a State. 

. , But ‘it might be held that.hy' acceding' to a Constitution containing a clause 
of this character a State undertook, ^ a-s, regards British subjects and servants 
of_the of, all Federal laws 

the language of this passages 


; of the Crown, nllow ;the enf 

'• : without distinclion* / This Stale ^ thinks that 


aiisliis 
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slioiilcl be reconsidered, and suggests that if the point just raised is not 
otherwise met a proviso should be added to the effect that nothing in the 
clause shall be deemed to confer upon the Federation any right, or to impose 
upon a State any obligation, to give effect in a State to any Federal law 
not operative in the State under the preceding sentence in Proposal ill. 

Proposal 117. 

For “ subject in line 2 substitute' “ matter ’’ and delete the words 
‘‘ a and “ subject ” in line 4. 

Froposal 118. 

Tlie State suggests that this Proposal should be deleted. It is to be 
noted that the Proposal as drafted applies only as between Federal Acts 
and. Provincial Acts, inasmuch as the question of exclusive powers does 
not arise as between the Federation and the States. Apart from this 
point, if a time limit of this sort is laid down an impasse might result if 
e.g., the Federal Legislature acting within its powers dealt with the same 
subject as the invalid but unimpugnable Provincial Act in a manner 
inconsistent .with it. It must be possible to challenge validity at anj^ time. 

Froposal 128. 

Insert after “ Governor-General ” in lines 1 and 6 the words ‘‘ acting 
in his discretion. In line 4 substitute “ by “ for “ through the agency 
of '* and “ Federal legislation for “ any Federal purpose,” Add at 
the end: “The provisions of any agreement made in pursuance of this 
Proposal shall, so long as the agreement x’emains operative, have the same 
force and effect as the provisions of the Constitution Act.” 

Proposals 131 and 132. 

The effect of tliese Proposals would appax'ently be to transfer to the 
I'edcral and Provincial Governments and to the Governor-General and 
Provincial Governors ail State property, and all powers in relation thereto 
now exercised by the Secretary of State, subject to the exceptions laid 
down with regard to railways and property outside the Federal and 
Provincial spheres. Presumably the property and powers transferred will 
include military worko and other property pertaining to Defence. As tlio 
Proposals stand they would appear to place the property and powers in 
question in the hands of the Federal and Provincial Governments as such 
wii.hoot qualification. It appears necessary to indicate that property and 
po’iAcrs apportaining to the E-eserved Departments are vested in the 
Goveni'or-General in a special capacity and subject to his discretion. 

Proposal 134. 

It .would bo preferable that the last few words of this paragraph should 
read “ on all the Federal and Provincial ' revenues of India.” 

Froposal 136, ■ . 

Read : 

“ Revenues derived from sources mentioned' in -Appendix VI, Lists II and 
ill, will be allocated as provincial revenues.- 

“Revenues derived from sources mentiohecl'./'in, ^ Appendix 'VI, List 1 
(but in the ease of States only in so 'far ■ as : they have ' accepted such sources 
'as federal) will bo allocated as federal iwenuesi but "in the cases,” etc, " 

’ The purpose of this ameiKlment is -to 'avoid ■ use , of .the words exclusive 
power” which are incorrect as regards ■ 
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Proposal 139 — Allocation of Bevenues between Federation mid Provinces. 

In the Alarginai Note, -for ‘‘taxes on the income of companies 
substitute ‘‘corporation tax.” 

Ill the first paragraph delete the .words: “ less than 50 per cent, nor 
■and substitute “50” for “75.” 

In the last sentence beginning “ But the , Q-overnor-Generai ” insert 
after “discretion” the words“ from time to time and for such period 
as he thinks fit ” and substitute for “ these reductions ” the words “ the- 
programme of reductions.” 

Proposal 141. 

Add at the beginning : 

“If at any time the Governor-General having exercised his powers of 
suspension under Proiiosal 139 is of opinion in liis discretion that all 
reasonably possible economies have been made and that further indirect 
taxation is not in the public interest and that h'ederal expenditure cannot 
be met from the resources available to the Federal Government he may 
declare a state of financial emergency and thereupon during the continuance 
of such emergency 

In the last sentence beginning “ But the States ” for the words after 
“counterpart to” substitute: “any addition to taxes on income in force 
from time to time above the level prevailing immediately before September, 
1^31 j and not exceeding in rate the special addition imposed in September, 
1931 : though the special addition imposed in September, 1931, will in other 
respects be deemed to be Federal surcharges.” 

“ Prescribed basis ” : Keference is made to the Secretary of State’s 
answer to Question 8401 and the right is reserved to comment on the 
basis to be prescribed when formulated. It is suggested that in fixing 
the contributions of the States regard should be had to the population of 
the States and the known superior taxable capacity of the Provinces. In 
any case it .would be desired that the basis prescribed should not involve 
investigations into the taxable capacity of individuals. 

Proxmal 142. 

For the words: “taxes on the income or capital of companies” and 
“ taxes on companies ” substitute in each case “ corporation tax.” 

For the last sentence beginning “Any taxes so imposed” substitute: 
“ If any State so elects the liability for corporation tax attributable to 
companies in the State will be assumed by the State and the amount of 
such tax will be collected directly from the State by the Federal Govern- 
ment and not from the company.” 

Add. at the end*;-' 

“ The profits, or income of a trade or business carried on by or on behalf 
of a State-member, including the profits or income of a company owned 
and controlled by a Stat^-member, shall not be liable to or be taken into 
account for the purpose of the calculation of corporation tax.” 

. Insert in a general interpretation clause the following definitions: 

• “'‘Corporation, tax means ' a. super tax- (being an additional duty of 
income _ tax ! above the” stand^d..'\rate • of income tax for the time being in 
; 'force) on the income of- companies. Income tax.^ and ‘taxes on income ’ 
■,.i_,do 'not include 'Corpor0ioh;i'aidi*,.;;M ,, . ,,, 


Proposal ' - > ' ' ’ ' “ / 

tba . Wfillds '“‘nrovimnn will bft ■msirlo ’’ 
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Proposal 151. 

Substitute 65 ^for ‘^62.^^ 

As already stated the State assumes that the members of the Federal 
Court will be appointed by His Majesty on the advice of his United 
Kingdom Ministers. The terms used in the Act should make this clear. 

Proposal 153., 

Insert after the w-ords in (a) “ has been for at least five years a Judge of a 
Chartered High Court the words ‘‘ or of the High Court of a State. 

Delete the words in (e) of any High Court or of two or more High 
Courts in succession ” and substitute of any Provincial or State High 
Court or of any two or more of sudh High Courts in succession.’^ 

Proposal 155. 

In the fourth line after the word Act ” insert the words or of any 
Instrument of Accession.” — {Vide Question 8676.) 

At the end of sub-paragraph (ii) insert the same provision as to parties 
as appears under sub-paragraph (i) — (See Questions 14124 and 14125). 

Proiwsal 156. 

Ill lines 2 and 3, for the words “ or any State Court ” substitute the 
words or from any State Court of ultimate jurisdiction ” and in lines 6 
and 7 for the avoids “ or of the High Court of the Province or State ” 
substitute the words or of such Provincial or State Court.” 

Proposal 158. 

For this Proposal substitute an appeal will lie without leave to the 
King in Couiicii from any decision or opinion (see Proposal 161) of the 
Federal Court,” 

Proposal 160. 

Insert at the end the words “the enforcement of the Orders or 
Judgments of the Federal Court within a State willj unless the Instru- 
ment of Accession otherwise provides, remain with the State.” In line 5 
insert after “ Federal Court ” the 'words “ and decisions of the King in 
Council oil appeal from tlie BTideral Court.” In line 6 insert after “ Federal 
Court ” the woj'ds ‘‘ and of the King in Coimcll on appeal from the Federal 
Court.” 

Propoml 161. 

Delete the ;word ” justiciable.”— Questions 8678, 8679.) 

In the State’s vie.iv it is desirable that the valuable power here pro- 
vided for slimiid operate in the same way as, e.g,, under Section 55 of the 
Canadian Supreme Court Act. The hearing should be public and the 
opinion of the Court should be a reasoned judicial pronouncement. Any- 
tiling ill the nature of private advice to the Governor-General would be 
clearly inconsistent with the dignity , and . character of t}ie Tribunal 
contemplatecl, 

Proposal 192. , ' 

Insert in the first line after the word '"“’'authority ” the words “ in British 
..India,” 
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AppsasBis: VI, List I*. ■ 

Subject 3. 

Tills subject should be amended by the addition at the end othex than 
naval, military and air works of the armed forces maintained by Rulers of 
. Indian Statesd^- . ■ 

Subject', o. 

This subject should be amended by the addition at the end of the words 
in the Provinces^’ 

Subject 7, 

The State suggests that a general definition should be included in the Act 
as". follows ■ , , , 

Ecclesiastical Affairs ’’ means affairs relating and incidental to the 
provision of Christian religious ministrations for persons in the service 
•of the Crown in India. 

Subject 9. 

The State suggests the following amendment : — 

Add after into India the words (other than immigration of 
persons entering India for the purpose of taking up employment in and 
by a State).’’ 

Subject 12. 

The State suggests the following amendment : Insert in paragraxih (a> 
after of the State/’ “ construction of Railways otherwise than by or on 
behalf of the State.” 

The State further submits with regard to the Federal Railways and its 
own Railways a separate Memorandum entitled Railways under the Federal 
Constitution. Proposals of the State of Hyderabad,” from which the con- 
stitutional provisions desired by the State on this subject appear. 

Subjects 14 and 17. 

The State suggests that these two subjects should be combined and should 
provide ; — ■ 

Navigability of, and navigation by mechanically propelled vessels 
, ‘ on, inland waterways passing through or between two or more units.” 

^ The State -suggests that a. clause should he inserted in the Act providing 
for freedom of navigation on the lines adopted in other Constitutions. 
Disputes under sxich a clause might either be determined by the Federal 
-Court or by a tribunal of the kind indicated by the Secretary of State to 
the Joint Select Committee in answer to Question 12,861. 

Street --r v; f, ■' " 

‘ ’ ' The State asks that this, .head •should he' amended so as to make it plain 
that it does hot apply tp;/ehaT.i’fc^hle"Ot' municipal corporations on other noii- 
' trading or public or s^mi-ptiblio:, bodies.*. This would be met if the words^ 
htlier ”, _wei*e :% -■ 

* .This Note' dnlr which the State suggests* It 
; doee''not'deahwi#'theTre^t^atmnkwhich'the';'State 


iill't; 
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Apart from this point/ th« State is in considerable uncertainty as to what 
the word “ regulation would be held to coyer and feels that this subject 
should be further considered and defined. 

Subjects. 

The State thinks that it should be made clear by re-drafting that this 
head does not cover control of prod-uction, supply and distribution, which 
arc included in Provincial Subject 37, but merely such matters as safety 

regulations. ^ 

lEuhject 29, 

The State suggests that this head should be amended by the insertion of the 
word “ Private ’’ at the beginning. 

Subject 33. 

Uncertainty is felt as to ivhat this head is intended to cover. The State 
thinks it should be made clear that this head only relates to driving licences, 
and, if desired, to licences merely allowing motor vehicles to use the roads. 

Subject 41. 

The State suggests that, in order to make the position clearer, head 41 
should be made to read ; Census and statistics for the purposes of the 
Federation.’ ’ 

Subject 46. 

The State submits that this subject should either be omitted or re-drafted. 
If it is merely intended to cover rights of property incidental to the exercise 
of Federal powers, or such matters as fiscal immunity, it appears to ho 
unnecessary. As it stands it is difficult to determine the scope of this 
head. 


A. Hydam. 
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X-(contd.) 

1 A. Memorandum by Sir Akbar Hydari, dated 2nd 
October, 1930, and entitled “Federal Scheme for 
India” 

Tile whole field of Mniinistratioii of Greater India, meaning thereby British 
■India and Indian States, ■ India may , be -divided into three' circles: — 

(1) Administration of a series of autononioiis Indian Provinces each 
governed by a Governor appointed by the Crown and a congeries of 
Indian States, each rnled by a hereditary Ruler recognised by the 
'Grown. ■ 

(2) Administration of subjects w’hich the Indian States and the British 
Indian Provinces make over to a Federal Executive responsible to a 
Federal Assembly and which are of common concern for the well- 
beiiig of Greater India. 

(3) The sovereignty of the Crown, which is responsible for (a) adminis- 
tration of defence, political relations with the In diaii States and 
foreign relations; (6) the fulfilment of financial obligations and mainten- 
ance of general financial stability; (c) general oversight over all the 
Provinces of British India to ensure good government, tranquillity, peace 
and order; (d) dispensation of honours, titles, etc.; (e) appointment of 
its representatives, viz., the Viceroy, Governors of Provinces, etc.; 
(/) administration of Backward Tracts. 

British Indian Provinces wdll enjoy full autonomy in all subjects except 
(a) such as are made over by Statute, as subjects of concern to Greater 
India, for administration through a Federal Executive responsible to a 
Federal Council, and (h) such as have been reserved for the Crown. Law 
and Order ” in British India must come under the administration of the 
Provinces, but it is important that the head of the Police has certain 
statutory powers, which really the head of every large department should 
possess if be does not possess them already, namely, of appointment and 
control, with the right of appeal to the Governor. 

In the Statutory Commission Report, the circle of Federal subjects (see 
page . , . is narrower than that of Central subjects which the Commission 
propose to bring under a Federal Assembly at the Centre, and the so-called 
Federal Assembly has really been implemented for controlling the British 
Indian Provinces from the Centro, rather than for dealing with subjects 
of common concern to British India and the States. This is from the Federal 
X>oint of view" highly undesirable. The Federal Assembly is thereby made 
lopsided, with a co-mposition varying according as it is dealing at the time 
with purely British Indian subjects or with Greater Indian subjects, i.e., 
truly Federal subjects. It tends to make the domination of British India 
over Indian States more pronounced than it must ^ in any case bo from the 
fact that British India will have a larger number of representatives on the 
Federal Council than the Indian States. IH' the aniiexure an attempt is 
made to classify the present Central subjects into Grown,, Federal and 
Provincial subjects, according to their nature. _ Such a division, which is 
purely tentative, obviates the necessity of having a hybrid Federal Assembly 
with the dual function of dealing at one time with subjects common to the 
provinces and to the States and at another with subjects which are common 
only to the Provinces, . ‘ " 
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. //Tlie, eoiistitiitioii .of^ tlie .Federal 'Council slioiild, so far; as is fair and 
reasonable, conform to tlie, principle of equal representation for eaeli Federal 
.. unit. ■ It migiit consist of 36 representatives for the provincesi, ■ ele.cted by the.-' 
proviiicial Legislature on the principle of proportional voting, 24 from, Indian ".' 
' States and 12 nominated by the Crown. .The Federal Executive might con- 
..sist of a; Minister; for ."Finance, a Minis'ter for' Transport, a Minister for Com- 
' mierce, a 'Alinister for Labour, .and a Law 'Member. Special" Statutory powers 
should be reserved for the Finance "Member to, ensure the; stability of the 
Indian' Tbnances, and the Crown" ncnniiiations ■ must make adequate provision 
for the" due representation, of the interests of capital and very minor (in 
number) communities, like European. There will be a Federal Court for 
seeing that the different bodies and administrations remain within their con- 
stitutional field, also for adjudicating disputes between the Federal units 
inter se^ or between an Indian State and the Federation or a Federal unit, 
after co-ox->tmg if necessary a representative from each of the two xiarties. 

The Crown will be assisted in the performance of its duties (see Annexure 
A) by the Commander-in-Chief and a Secretariat of Expert Advisers for 
(a) Home, Co) Political, (c) Foreign and (d) Finance matters. 

A. Hydari. 

'S.S, Banchi,’* 

2nd October, 1930. 


A. — Crown Subjects. 

Oversight over Provinces and States for ensuring good government, 
tranquillity and peace and order of British India and Indian States. 

Defence of India. 

External Relations. 

Relations with States in India. 

Political Charges. 

Central Police Organisation. 

Territorial changes. 

Ceremonial, titles, orders, precedence and civil uniform. 

' , . 44. Immovable |)roperty at pre- 

sent in the possession of 
Note. — The Indian . States Governor-General in 

should be indifferent in OounciL 

which category.'; they; are.-' I 15.,. Indian Audit Departments. 

provincial or Federal, ’ . ' ' ^ Ecciesmsmcal_^^^ Administration. 

; /w;: ; t 'V w "All-India Services. 

/ / ''L'' " 't 45. Public Service Commission. 


Devolution Rules, 
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B. — Federal Subjects. 

5. ' ■ Coniniimications : , 

Railways and extra-Municipai Tramways. 

. xlircraft,. 

Inland Waterways. 

6,. Skipping., 

7. Ligla.tlioiises. 

8. Port quarantine. 

9. Major Ports. 


10. Posts, Telegraphs and Telephones. 

11. Taxation ; 

Customs. 

'^'Cotton Excise Duties. 

^Income Tax. 

Salt and Opium. 

^Arid other sources of Ali-India Revenue. 

12. t^iirrency. 

14. Savings Banks. 

17. Commerce, including Banking and Insurance. 


22. Stores and Stationery for Federal Departments. 

23. Control of Petroleum and Explosives. 

32. Arms and Ammunition. 

27. Inventions and Designs. 

28. Copyright. 

29. Emigration and Immigration and Indians Overseas. 

30. CJeiKsus and Statistics. 

46. Benares and Aligarh IJiiiversities and Chiefs’ Colleges. 

G.— pROViNoiAii Subjects. 

46 & 47, All matters not spediealiy included among Crown or Federal 
subjects. 

* Special convention in the case of those ^ States, which do not have any of 
theses taxes in their fiscal system. : ,■ 

t Special convention in the case of those Btatps which, have their, own Post 
Offices and Currency, _ ■ ■ ■, 
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, " D.—Bpeciae.' Subjects BY Convention. 

A. — Crown. 

1.3. ■ Public Debt' of India.' 

: (With regard .to .the pasfdebt'of India the responsibility for its proper 
liquidation should rest with the Crown. With regard to future 
borrowings, the responsibility must rest with the agency w-hich 
requires the debt except that the mode*, time, etc., should be for 
the decision of the Finance Member and tlie Yiceroy.) 

B. — Federal, 

I. — ^Legislation. 

16. ■ .Civil Law. . . 

30, Criminal Law. 

41. Special Provincial Legislation. 

(There should be a special Convention dealing with these. The 
initiative might come from the Crowm or from any of the Pro- 
vinces or States to have a legislati’y'e measure discussed either in 
the Federal Council or in special Conventional Assembly con- 
sisting of representatives of such Provinces and such Indian States 
as may be prepared to have legislation on identical lines intro- 
duced into their States with such minor reservations as they may 
at the time announce.) 

11 . 

19. Control of production, supply and distribution of special articles. 

20. Development of special industries. 

25. Control of Mineral development. 

(These might be Federal but any Indian State or groups of States 
could claim exemption if it had enjoyed exemption before and 
could command one third minimum voting strength of the Federal 
Council to permit the exemption.) 


24. 

f: 

■ 36. 

S7. 
38. 


Geological B'uTtey 
Botanical Survey. 

Central Ilesearch Agencies and Institutions. 

Archaeology. 

Zoology. . ' > , 

Meteorology. 

(These could be made ' Federal with a Convention similar to that 
,-with regard,, to' legislation in case Indian States desire to partici- 
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RECORD X-(contd.) 

iB. Memorandum by Sir Akbar Hydari on Central 
Subjects (28th May, 1931) 

The Federal Structure Committee came to the tentative conclusion that 
non-provincial subjects might fall into one of two categories^ namely, Federal 
and Central. The problem with ivhich it was then faced and for which 
the Committee did not find a final solution was the manner in which these 
two classes of subjects could be legislated for and administered. 

2. The course that first suggests itself is to have two separate Govern- 
ments one a Federal Legislature and Executive . for the Federal subjects 
and the other a British Indian Executive and’ Legislature for the Central 
subjects. But this is open to the objections that the presence of two Execu- 
tives and two Legislatures working side by side would lead to friction and 
that it would complicate the administrative machine. At the same time, it 
was generally recognised by the Federal Structure Committee that there 
must be some supervising authority caj^able of co-ordinating and finally 
directing policy in Central subjects where co-ordination is in the interests 
of British India and that whatever device was adopted so far as a Legisla- 
ture was concerned, for dealing with Central subjects there could only he 
one Executive. Prominent among the subjects proposed to be classed as 
Central is Law and Order w-hich should ordinarily be included in a Home 
Minister’s portfolio. Assuming for the moment that instead of an irremov- 
able Home Member a Home Minister is appointed and that the Central 
subjects are dealt witli by the British Indian representatives in the Federal 
Legislature alone, what would happen if a vote of no-confidence in the 
Home Minister is brought forward in the Central Legislature so formed, and 
is carried? The principle of joint-cabinet responsibility would necessitate 
the fall of the Federal Executive, though the matter that brought about its 
fail w'ould be one that exclusively concerned British India. If, on the other 
hand, the vote of no-confidence is moved in the Federal Legislature and 
the States representatives vote on it, the States will be placed in the 
invidious position of voting on matters in which they had no direct concern 
and x> 0 'ssibly of helping to maintain in office a Home Minister who had lost 
the confidence of the representatives of British India in the Federal Legis- 
lature. Of the tivo alternatives the former is probably the least unacceptable 
to the States but both are open to objection. Is there no third course? 

3. When such a radical change is contemplated in the polity of a country 
so diversely populated as India and so unversed through lack of previous 
experience and tradition in the running of a democratic constitution as 
India, it is of paramount importance to the success of any constitutional 
experiment that the new constitution should be simple and .straightfomvard. 
Arrangements like those proposed in paragraph 2 above would be the reverse. 
But they are not the only alternatives. There are other ways of dealing 
witli Central suljjeets which might on further examination be found to be 
less beset with difficulties than they are and which will have the dual 
advantage of co-ordinating action and of providing a safeguard against 
possible irresponsibility. 

Take Law and Order, In the first fe,w yearS' it is 'possible that there may 
be times when the intervention of the Crown as -'represented by the Viceroy 
may be required for the maintenance of Law.'br the preservation of Order. 
The Viceroy cannot act without advicey 'Therefore if Law and Order is to 
be classed as a Centra! subject, he must Be 'given .either a Home Member 
not subject to the rote of the Federal' Legislature (or of the British India 
representatives voting alone) or a Home 'Minister who would be so subject. 
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:Wiiat,are the implications of the . first proposal?,. They .are that in times 
of eiiiergenc.y. when the papular mind,, all over India .(for it .would have to 
'. 'be a- question . transcending provincial boundaries to, justify the Viceroy’s 
interference) is troubled, the Viceroy wmuld be compelled to give directions 
■ to popularly elected . and- responsible Provincial 'Ministers on the advice of 
:,-an, oMcial not in odose ■ touch with - the currents of provincial 

feeling and not owing hiS ; position to popular selection. There would 
inmiediately ',arise a demand that ' he "shoulcl,, give, place to a Minister re- 
■sponsible to the Legislature,' This wmuld he a demand which could not 
for long be resisted so that , in a. short space of time the safeguard that an 
irremovable Home Member would supply wmuld disappear. 

4. If on the other hand, there is, as some desire, a Home Minister 
responsible to the Central Legislature, the Crown .as represented by the 
Viceroy wull have to abide hy his advice or face the resignation of the 
Federal Ministry. The powmrs of the Crown will in so far be restricted in 
the exercise of its supervisory functions. Such a Home Minister will advise 
the Viceroy in accordance with the dictates of the dominant party in the 
Legislature. It is precisely against such dictates when actuated by coin- 
munalism, racialism or demagogism, that it is desirable in the initial stages 
of the constitution to have safeguards. The experience of the Montagu- 
Cheimsford Heforms shows that Provincial Legislatures are more accurate 
mirrors of poiouiar feeling than the Central Legislature. The former are 
nearer realities than the latter. In the maintenance of Law and the 
preservation of Order the Provincial ministers of the Interior are the 
appropriate advisers of the Vice^o 3 ^ 

5. Since the inception of the Montagu-Chelmsford Pefornis political histoiy 
in India provides any number of instances of the resentment caused in 
provinces, which are as yet only partially autonomous, to any direction from 
the Central Government, so that even now’- the Government of India have 
to proceed by w’ay of consultation and not by "way of dictation. In the 
circumstances iwlij^- have in the new constitution a Home Member or Minister 
at all? Granted that the Viceroy must act on advice. Let him do so on 
the advice of Provincial Ministers of the Interior. Times of emergency are 
not by their very nature of frequent occurrence and wdth the increasing 
facility of communications and rapidity of travel it would not be difficult 
for a Viceroy to obtain within probably 24 hours all the advice he needs. 
The Viceroy has at present a Secretariat of his own apart from the Govern- 
ment of India Secretariat. It could possibly be slightly enlarged to cope 
with the increase of work. 

From what has been said above it would appear that no lack of co- 
ordination or loss of strength will result if Law and Order is not classed 
as a Central subject. On the contrary, the Viceroy wmuld in any action he 
might desire to take be fortified by the advice of responsible Ministers of 
the Provinces . most affected and Having taken a decision could implement 
it -with all the,', authority^, ..which, ’■ apart from his ''^position as the King’s 
... representative, he would: -m'','tHe final resort Have as head of the Army. In 
this manner also a contentious subicct and one which might cause an endless 
amount of friction would be removed from the purview of Federal politics. 
Law;- and' Order, '. if 'Centrally a#ci>histered, would ’ be bound to have an 
,, infiuenco' and not ,a- happy one, on; Federal' politics. 

s 6. Then there’ are technical hsi&j'eets like the Railways which may be 
‘Federal asr neither Central nor Provincik in 
*'''*■ ' regard .'tO' 
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to a Statutory Body representative of the interests concerned which would 
fxinetion undisturbed by the interplay of party politics and unassaiied by 
provincial jealousies because it would be representative of ail intp^ests. 
Similarly other subjects might be left to ad hoc bodies representative of 
the various interests concerned and constituted by Statute. In the domain 
of Agricultural Eesearch this experiment has been tried and has \vorked 
until '"ill creasiiig success so far. Since Agriculture was made a Transferred 
subject under the Montagu-Chelmsford Constitution provinces went their 
oT.'ii avay in the matter of agricultural development. The results were so 
discouraging that it led the Royal Commission on Agriculture to recommend 
tlie formation of an Imperial Council of Agricultural Research. It has on 
it representatives of the Central Government of the Provinces and of such 
of the Indian States as wish to join. It has the managenient of large sums 
of money voxed in lump by the Indian Legislature. This money in turn 
finds its ivay in the shape of grants to Provincial Departments of Agri- 
culture and some of it also to Indian Universities. Being in a position 
to spend money and representative as it is of all provinces the Council is 
gradually beginning to- direct agricultural development all over India. This 
i.s being achieved by the very nature of its constitution without -any finction. 
Sometliiiig similar could be done in the case of Railways and in that of 
other technical departments ivhere there was need for co-ordination of 
effort. : ■ ' ■ . 

7. The above lines of possible advancement seem wortliy of closer study. 
Frima facie these proposals wdiile providing ample safeguards against action 
whether arising from emotion or fear or racial or communal discrimination 
would offend less against the seif-re>spect of a self-governing India, operat- 
ing as they would by way of consultation and not -as injunctions of some 
central authority (the Home Member or Minister), than if there w^ere a 
number of Central subjects with safeguards whose object, viz., as a curb on 
irresponsibility, w’’ould be scarcely veiled. They also provide against 
centrifugal tendencies because the more opportunities there are for the 
various interests, provincial, communal or racial, to take counsel and act 
together the less likelihood will there be of such interests falling apart. 
The concentration of power in a Central Executive need not necessarily 
lead to unity. ^ It might very possibly lead to disruption. Unity is achieved 
not by the forms of a constitution however nmely balanced and adjusted but 
by the realisation by different interests that'the way to progress and safety 
lies in common action tempered by a spirit of compromise. And this in a 
country at present so diversely constituted as India can, it is submitted, 
best be achieved by providing as many opportunities as possible for the 
difl-eront interests to come together without always relating their meetings 
tu current politics. 


A. Hybari. 
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RECORD X— (contd.) 

Ic. Memorandum by Sir Akbar Hydari on the Size and 
Composition of the Federal Legislature 

1. For the Committee’s purposes it seems to me fruitless to go over the 
history of the struggle between those iwlio, like myself, were in favour of a 
unicameral Federal Legislature or, if a bicameral Legislature was desired, 
of a. small bicameral Legislature, and those "whose views found favour with 
the Lothian Committee. Nor do I think it prafiitabie to elaborate my con- 
viction that, before the Lothian Committee came to conclusions in regard 
to the strength of the Federal Legislatui^e so far as British India was 
concerned, which inevitably affected the size of the Federal Legislature as 
a whole and materially altered the x^i'opoi'bion of the strength of its two 
houses from 2:3 to 2:^, the Committee should have called the representa- 
tives of the States, who were the other party concerned, into consultation. 
Let us stai’t with the problem as the White Paper in this regard presents, 

2. Two reasons have contributed to the large numbers proposed in the 
White Pax)er for the Federal Legislature. One is the desire to establish 
effective contact between the electors and the elected. The other is to meet 
as far as possible the claims of the Chamber of Princes — and I would like to 
point out that the Chamber of Princes does not represent all the Princes 
of India — to individuality of representation in the Upper House of the 
Federal Legislatui^e. 

These two reasons have been responsible for a progressive increase in the 
proposed size of the two Houses of the Federal Legislature from that 
suggested at the First Round Table Conference to that proposed in the 
White Paper via the compromise effected at the Second Round Table 
Conference, but broken by the Lothian Committee in, their Report. 

3. The White Paper proposals do not, in my view, satisfy either of the 
two considerations on which large Federal Houses have been sought to be 
justified. If responsible government,^’ wTote the Lothian Committee, 
“ is to develop properly, the Federal system must make it possible for the 
candidate and member to get and keep in touch with the constituents, and 
we think that from this x^oint of view an increase in the British Indian 
seats to 31)0 is necessary.” (Paragraph 405 Franchise Committee Report.) 

Now under the Lothian Committee’s proposals, if separate- electorates 
are maintained, as they will be, for Moslems and Sikhs and if account is 
taken of the town constituencies, the seats allotted to women, labour, and 
special interests, the constituencies under their imoposals, while varying 
greatly in size, will, in the coimtry districts, average bet^veen 5,000 and 
10,000 square miles. I would in this connection invite the Committee’s 
attention to paragraphs 243 and 244 of Volume I of the Report of the 
Simon Commission. I concede that one cannot draw an exact parallel 
b{>tw<30H English and Indian conditions; but the very respects in .which ihe 
parallel, fails are those which strengthen my argument. Our people are not 
so litei*ato as the people of England; our communications are not so ex- 
tensive as those, in England. The means at the dispojial of candidates to get 
into touch with the electorate are neither so' numerous nor so effective as 
are tlie iiieaiis at the disposal of the .English Parliamentary candidate.^' 

been suggested that The development of bimdcasting^lTow 
in its infancy in India, will, provide" an effective means of contact between 
the candidate and the electorate. ,The candidate- will doubtless in that 
event be able to speak to large sections of 'his electoraf^e,' but not mee versa. 
There .will thus not be that effective/, contact which 'is possible only when 
the candidate and electors meet -face to 'face.-' ' '• 
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Arid yet tiie coiistitiieiicies wLich the Lothian CoBimittee propose for British' 
Inciia are far more extensive than any which obtain in these Islands. 

In so far as the proposals in the White Paper have reduced the numbers 
recominendedj to that extent has the size of the constituencies been still 
further enlarged. If the object of establishing direct contact with the 
constituencies is to be achieved, a Legislature of far greater size than 
either tliat proposed by the Lothian Committee or in the White Paper is 
required. We are therefore driven to the conclusion that the problem of 
the size of the Federal Legislature must be approached from an entirely 
different angle so far as British India is concerned. 

4. The other consideration wdiich led the framers of the White Paper to 
suggest the numbers they have proposed was the desire to meet as far as 
possible the claims of Indian States to individuality of representation. It 
is interesting to look at the history of this demand. The Committee of 
Ministers presided over by me and having as its members Sir Mirza Ismail 
(Mysore), Sir V. T. Krishnama Chari (Baroda), Sir Manubhai Mehta 
(Bikajiir), Sir Prabhashankar Pattani (Bhavnngar), Sir* K. N. Haksar 
(Chamber of Princes Special Organisation), and Mr. K. C. Neogi (Oriya 
States), set up by the Princes in 1930 before they made their declaration 
for Federation, deckled upon a unicameral Federal Legislature. There was 
also a considerable body of States^ opinion w'hioh w'as in favour of Con- 
federation and for a small Upper House if the Legislature was to be 
bicameral. Later, the medium States urgedLthat in the Federal Legislature 
the Indian States should have equality of representation in the Upper 
House with British India, or in other words a 50-50 representation,* and 
so far as the States inter se were concerned, they demanded equality and 
iiidivkluality of representation. The larger States agreed with British 
India that this demand on the part of the States .was excessive and 
ultimately all the States agreed that they should have 40 per cent, repre- 
sentation in the Upper Plouse and 33| per cent, in the Lower House. Even 
then the medium States tried for equality of representation among all the 
States inter se, and when they failed they insisted upon, at least in- 
dividuality of representation. They have pressed this demand at the ex- 
pense of the larger States, with the result .that if their demands are met 
the larger States will obtain a representation in either House which it 
wmuld be unfair to ask them to accept. 

5. I would point out that representation in the Federal Legislature is 
demanded by the medium States individually and not collectively as repre- 
senting particular areas or particular forms of polity. The Federal Legis- 
lature is, however, not meant to be an ornamental Assembly where salutes 
and precedence should predominantly aEect the interests of the people, 
interests which will he determined by the decisions of this J.egislature. Any 
undue weightage,' therefore, given to a State beyond what it is entitled 
to by virtue of its population, area, and above all the federal content 
which it brings to the Federal pool, cannot be justified on any ground of 
public policy or political ethics. While, on the one hand, tlie States have 
claimed and have been given weightage vis-a-vis British India, it is not fair 
to ask the larger States, on the other hand, to accex>t a representation less 
' even than what they would h^ entitled to if there had been no weightage 
for tlie States and they had been treated exactly as British Indian Pro- 
.r:’ ylnoes. ' ;.EveiQ the numbers ,wMeh the White Paper allots to the States, 
via?,, 1Q4 out of an Upper' House -'of 260,, and 125 out of a Lower House of 
''^375, oatinot give individuality of representation; but even this 

approach to ^,individiif^tyy of;.. ^i^presentatlon Lor' the smaller States can 

'' dpily ho' Ltr 4'r>iain*i*"5yi/Y HhllATO 
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worse than British Indian units of corresponding size, population and 
resources.. 

6. The 'demand of the larger States is not that each should get Cv large 
number of seats, absolutely speaking, hut that each of them should not get 
a, disproportionate number of seats; disproportionate when their quota is 
compared to .what is given to British Indian units of corresponding size, 
population and resources, and much more disproportionate when they are 
compared in respect of these factors with the medium and smaller States. 

7. I suggest to the Committee that it i.s desirable to bear in mind certain 
facts and figures in order to guard against the danger of thinking of the 
States in terms of numbers. There are in all, according to an official 
publication entitled The Indian States ” (1929), no less than 5C0 States 
in India. Of these 119 are what are called Salute States and 441 non- 
Sahite States. Of the latter: — 

170 have an area of less than 10 square miles each; 

169 have a revenue of less than £750 per annum ; 

160 have a population of less than 1,000. 

But let us take even the 119 Salute States. There are only 13 of these 
with a population of 1 million and over and 12 with a revenue of £5750,000 
per annum and over. As against these there are 56 States with an area 
of less than 1,000 square miles each; 57 with a revenue of less than 
£75,000 per annum; and 47 with a population of less than 100,000. 

The 13 States ivith a population of 1 million and over account for 57 '33 
per cent, of the total Indian States population; the remaining 106 out of 
the 119 Salute States have between tliem a population of less than 28 per 
cent, of the total Indian States iiopulation, the balance of *'14*62 per cent, 
representing the population of 441 Non-Salute States. 

Briefly speaking, excluding Gwalior — ^which is under a minority 
administration — ^the first ten States have more than 50 per cent, of the 
psopiilation and revenue of the whole. It is amongst the.se States that the 
strongest objection is found to the numbers in the White Paper or the 
allocation of seats proposed on the basis of these numbers. It is easy to 
get the majority of the States to .accede to Federation if the medium and 
smaller States are given an amount of representation out of proportion to 
their population, area and federal content at the expense of the large States. 
If tlie Committee and Parliament are looking to the States to provide one of 
the elements of stability in the new’’ Constitution, it is not to the nuniliers of 
States wdiich accede to the Federation to which attention should be paid, 
but to the quality in terras of federal content .whlc^h they bring, of the 
States which do. 

8. I should like to place before the Oommittee the reasons for .which I 
and those who think like me have urged a small Federal Ijogislature ; — 

(1) The Federal Legislature^ unlike the Legislature of a Centralised 
State such as the present Government of India, will have a much more 
restricted sphere of activity than the present" Indian I/egislafcure has. 

(2) The Federation, having to deal with what must be called 
technicai subjects, like coininunicatidnSj/oommeree, and currency, will 

' necessarily reqtiire in its members' a high level of experience and 

• , knowledge. It is in the highest degree desirable that the Federal 


192 


HEGOBDS OF THF JOIlS'T COMMITTEE 


16^ Nov emhris, Size of Legi slat trEE— ' ' IContvmied, 

Mbmok-andom by Sm Akbar .Hybari. 


■ ' Legisiatiire should represent provincial and State wisdom and experience ''^ 
in their best form. 

The problems .which will affect the Indian citizen in his everyday life 
will he dealt with very largely in. the provincial ' iegislatnresj, which' ',,"; 
under the White Paper proposals iwill have been considerably enlarged ""' 

• and made more 'democratic than they are at : present. I would, in .this 
connection invite the Committee’s attention to paragraphs 154 and loo 
■of Volume II of the Report of the Statutory Commission. The Com- 
mission are there envisaging a Central Legislature for British India 
only and full provincial autonomy; under Federation the po.wers of the 
Federal Legislature will be, if anything, still further restricted. 

The attention of the Committee has been drawn to the large list of 
concurrent subjects, List III, Appendix VI of the White Paper; but if 
this list is examined it will he seen that, in the held of civil and criminal 
law, codes of law are already in existence, so that it is unlikely that 
their amendment will keep the Federal .Legislature very active. It 
should be remembered that Law and Order will in future be a provincial 
subject and legislation pertaining to it will more appropriately have to 
he undertaken in the Provinces. This applies to some extent to social 
legislation also, which must have its roots in provincial necessity, later 
to be translated into a practicable measure of uniformity by Federal 
legislation. The concurrent held exists for securing uniformity of laws; 
but by far the greater and the most important held of original legislation 
will, under x^rovincial autonomy, remain with the Provinces. 

(3) It is obvious that a large legislature (there will be 635 legislators 
in Delhi under the White Paper proposals) will cost more than a small 
one, -but more important even than this consideration is the need for 
economy in personneL India is not in a position at present adequately 
to man eight or nine provincial legislatures — some of them bicameral — 
plus a Federal Legislature of the size contemplated in the White Paper, 
that is, 635 more. 

Economy in personnel is an even more important factor so far as Indian 
States are concerned than it is in British India. In their present stage of 
development anyone who knows Indian States would probably agree that they 
will find it extremely difficult to spare from the work of their own Adminis- 
trations as many as 104 suitable representatives for the Upper and 12o 
for the Lower House. 

9. I stress the word suitable,^’ If the .British Parliament is looking to 
V, the Princes to provide an element of stability in the new Constitution the 
sort of representatives which they will be able to send — if their number is as 
large as that proposed in the White Paper — ^will in my opinion not achieve 
that purpose. Furthermore,, such representatives will not in most cases 
■' be able to speak with the authority and weight — if any of them, however 
able, happen to have as: their constituencies small States with perhaps one 
' vote out ■of 100 State votes— that they would have if they spoke for a group 
of States representing one_. vote:' out. of 24 or even 40 State votes. 

time has come I .would beg the Committee to look 

. upon the question of the mm and composition of the Federal Legislature, 

but as the most important 
access' 'or otherwise of the 
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Great care is being taken in designing safeguards and seeing that they 
are adequate. 1 consider that a small, efficient and responsible Federal 
Legislature to be a great and fundamental institutional safeguard; and it is 
for this reason that I attach the greatest possible importance to its proper 
constitution. 

10. I propose therefore that for the Federal Legislature the indirect should 
he substituted for the direct system of election. The direct must lead to an 
unmanageable and expensive Legislature and yet in the rural constituencies 
of British India not ensure that direct contact between the candidate and 
the electorate which is one of its main justifications. 

Indirect election will not mean a denial of the democratic principle. It 
will only inean its adaptation to the problem which the vast size and popula- 
tion of British India provides. 

I would invite a perusal of paragraph 137 of Volume II of the Ee port of 
the Simon Commission; which is a masterly summing up of the question of 
the constitution of this Legislature. “ Eepresentative institutions,” say the 
Simon Commission, “ were devised as a means of getting over the difficulty 
cTeated by the expanding size of States, and it appears to us to be in strict 
accordance, both with the theory of representation and with the requirement® 
of commonsense, to say that, when the total area to be provided for is so 
huge that direct election would involve either impossibly large constituencies 
or an impossibly numerous Assembly, the solution is to be found through 
‘ Election by the Elected ^ — which is all that indirect election means.” 

I suggest that the Lower House should be elected by the provincial legis- 
latures, which themselves, under the scheme of the White Paper, will be 
elected by direct election and on a wide franchise. In paragraph 138 
(Volume II) of their Heport, the Simon Commission say : If the Central 

Government of British India is to develop on Federal lines the adoption of 
a niothcxl which will represent the Provinces as such at the Centre is 
extremely desirable.” I commend the paragraph as a whole to the considera- 
tion of the Committee. 

11. The Upper House slioiild consist, in my view, of the nominees of the 
States and of Provincial Governments. Everywhere we are confronted with 
the necessity of bringing the Governments of the Units into liaison with 
that of the Federation. 

12. For tile time being 1 would start with a Lower House of loO and an 
Upper House of 60, which is about the strength of the present Legislative 
As.-ronii)!y and the Council of State. In place of the present nominated 
official and iion-oiri(aal hloc I .would substitute the representatives of tiie 
Princo.s, which would give them oO seats in the Lower and 24 seats in the 
Upper House. 

This would leave the structure of the White Paper scheme wuth regard to 
the relative pow'ors of the two Houses undisturbed except to the small extent 
of I’educing the Indian States quota in a joint session from 36 to 34 per cent., 
a result which British India at any rate would weleom© and one to which 
ilio Indian States, on their side, would probably not object in view of the 
greater suitability of the mode of ©lection to the Lower House from their 
point of view. . 

There is another alternative. If, you do not wish to disturb even to this 
extent the scheme in the White 3?ap©r, 'the' strength of the Lower House 
might be kept, as at present, at 150— that 'is, 100 elected from British India 
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as at presentj and 50 nominated by tbe Ind.iaii States in tlie place of the 
nominated official and non-official bloc. The Upper House could be of 100, 
giving to Britisii India its present number of 60 and adding 40 seats for the 
''''Indian States.' In this manner yon would leave the 'structure of .the ' Whit© .i., 
“Paper in regard, to the. two' Houses entirely unaffected. , 

The proposals wliich I have . made regarding the method of election to the 
.' .Lower House' have been criticised by those who favour the , White Faper'.^pro-'i' 
iposals in 'respect of . the size of the Legislature, ' on two grounds: that as 
the electorate for each provincial quota for the Federal Lower House will 
be very small there will inevitably be corruption j and secondly, that if any 
members for the Federal Legislature are to be selected from the members 
of the provincial legislatures there .will be a crop of bye-elections at the 
inception of each new provincial legislature. The critics forget that this 
method of election is proposed in the White Paper for the Upper House 
of the Federal Legislature, to which British India wilT send as many as 
1-56 members, while under my proposals the numbers sent to the two Houses 
fiom British India will not exceed this number, and the objections in question 
will apply equally to the White Paper proposals for the constitution of one 
" 'House'''', alone. ' 

13. It has been assumed in recent discussions that the practicable alter- 
natives are only two — ^namely, a Federal Legislature of the size contemplated 
and composed in the manner suggested in the White Paper, and a small 
Upper House of 60 and a Lower House of 150, the on© nominated by the 
Governments of the Units and the other elected by provincial legislatures. 
And it has been suggested to the Committee that if Parliament adopts the 
latter alternative it will be a retrograde step and will be throwing away the 
fruits of discussions of the Round Table Conferences. 

I will take the second point first. The compromise arrived at on this 
subject at the Round Table Conferences was an Upper House of 200 and a 
Lower House of 300. By recommending numbers beyond these the Lothian 
Committee imperilled and the “White Paper proposals broke the compromise 
thus arrived at. Those therefore who support these proposals cannot appeal 
to the Committee on the ground that by accepting some alternative proposals 
the Committee and Parliament might lay themselves open to the charge of 
upsetting a compromise laboriously arrived at. 

As for the first reason : is not the Committee being asked to pay homage 
to eatchwmrds and not to what is required by the facts of the Indian situa- 
tion? Even a highly responsible British Indian leader has admitted that if 
the Federal Legislature were to be unicameral — and I for one would welcome 
and. always have welcomed a unicameral legislature and consider such a 
Federal Legislature to be quite feasible* — he would not object, given such a 

* Vide paras. 147, 148 of Volume II of the .Report of the Simon Com- 
mission, Such a Legislature would have all the elements of stability together 
in one House without creating the risk of a clash between two Houses, one 
supposed to be Popular and;, the other Conservative. It would also give a 
larger number of seats for . dfetribution among the Indian States which at 
prasent have to be duplicated .ifi’ the. two Houses for the same Sfate Units. ^ 
, If" considered, necessary,, there in addition to this unicameral Legis- 
. Council Greater India representing the Governments 

^ 23® of Simon Report 
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legislature, to indirect election. Tlierefore, even according to a distinguislied 
spokesman of British India, election by the mere fact of its being indirect 
is. not necessarily a retrograde ■ step. 

If British India, or rather large sections of British India, ai-e anxious for 
direct election and are not bothered by the manifold disadvantages and 
dangers of huge constituencies, extensive in area and excessive in population, 
they are vvelconie to have direct election to either or both houses of the 
Federal Legislature. To' niy way of thinking direct election is not necessarily 
advance, nor indirect retrogression, but if store is set on the fact that British 
India has enjoyed direct election for the past few years and wishes the 
principle to be retained, let that be conceded; but for the present only to 
the extent to wdiieh direct election has so far been enjoj^ed. It should not 
bo extended to a point after which reconsideration in the light of experience 
of the question of direct versus indirect election for the Federal Legislature 
has been made impossible. What I am most anxious about is that the 
numbers of the Federal Legislature should be small, at any rate to start with. 
The present Central Legislature is i^artly nominated and partly directly 
elected and its total strength is 210. There is no need to increase it at 
one step from 210 to 635. 

14. Those of us who- have pleaded for a stable Legislature at the Centre 
have compromised and yet again compromised since the beginning through 
successive Round Table Conferences. We have given up tlie idea of a 
unicameral Legislature; we are prepared to give up the idea of an indirect 
system of election to the Federal Legislature., But we are entitled to say 
that W6 will go thus far and no further," and not' be made to give way on the 
point of numbers — not out of any parti pnis on our part, hut because we 
consider that if the size of the Federal Legislature is also held to be of no 
account the last hope of stability in that Legislature will vanish. 

It is proposed greatly to increase the strength of the provincial legislatures. 
This will already be a substantial tax on the political talent available in 
India in her present stage of development., In her omi interests it is 
desirable to hasten slowly so far as the Federal Legislature is concerned. 

Later, there may he a demand for increasing the numbers after all parties 
have had experience of the working of 'the' new institutions; or, perhaps, 
there will be no' such demand and -the' federating units may come to he 
grateful for not having been saddled with the expense and inconveniences 
and dangers of having 635 people in Bellii for the 'small number of special 
subjects 'which will come within the purview of the Federal Legislature. 

15. Bo not start with the maximum figures, • but leave some room for 

development, ■ 

Responsibility in the Federal Centre ,!s necessary '-and essential, hut the 
Legislature to which this responsibility is given should be of a suitable 
character. , ' ' ' , ■ ' . ' 

So far as tlie States arc concerned, 'there , will he for a Legis'latiire so con- , 
Stitnfed the ready acquieseence of the’ larger States, “who will in ^that case 
■not only give the lead for entering Federation,, but ' wiiT" also sot in motion 
the forces for grouping other States- into units.more 'equal in size and area 
and federal content to the other St ates.v r , 'd;,', 

The Committee is aware of the, need, for buch,' grouping in matters relating 
to the proper admisiistration of Federal sublectspsuch, for example, as the 
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pro-p^er administration of Federal laws wMcli will de voire upon the Courts 
of the. Units. 

In'' such a case Tvith a Legislature as stable, even if to start with a majority,, 
,of - the Indian. States do not join Federation — though I persG,iially think „that 
States "representing a ■ majority. , of the Indian States population ' area ':„a.iid, 
revenue would join— there need be no fear of granting responsibility in -he 
'Centre, and thus meeting the^ insistent demand ' of British India. ,■ 

' '' A. Hydari. 

INovember. 1933. 
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RECORD X-(contd.) 

Id. Railways under the Federal Constitution. Pro- 
posals of the State of Hyderabad submitted by 
Sir Akbar Hydari 

1. Tlie following paragraphs are basevd upon the assumption which seems 
inherent in the conception of Federation, that the jurisdiction now possessed 
by the British Crovernment o\^er the lands occupied by or for the purposes of 
the Nizam’s railwaj^’s and the other railways in Hyderabad shall be retroceded 
to the State. 

2. The State would desire that as regards the administration and manage- 
ment of its railways the railway authority appointed by the State sliouid 
occupy a similar and parallel position and status to those laid down for the 
Railway Authority under the ‘‘ Sketch Proposals for the Future Administra- 
tion of the Indian Railways ” ; that is to say, as regards matters within 
the jurisdiction of the Federation affecting the State’s railways the Federa- 
tion would have the same rights and powers in relation to the State’s 
railway authority as in relation to the British Indian Railway Authority. 

S. A constitutional guarantee should be pTwided against unfair discrimina- 
tion betv/een the State’s railways and any other railways by cr under 
legislative or administrative act of the Federation. 

4. The State’s railways should be afforded a constitutional guarantee of 
all reasonable facilities for the receiving, forwarding and delivering of 
traffic upon and from the several railways belonging to or worked by any 
other railway administration and for the return of rolling stock such 
reasonable facilities to include the due and reasonable receiving, forw'arding, 
and delivering of through traffic by through bookings and at through rates. 
The amount of any through rate and its axjportionment between the State’s 
railways and the railways of the administration or administrations concerned, 
in case of dispute, to be determined by a tribunal. 

5 . The State’s railways should be afforded a constitutional guarantee that 
they and their traffic will not be subjected by another railway administration 
to any undue or unreasonable prejudice or disadvantage in any respect 
w'hatsoever; and so tliat whenever for the same or similar traffic, or for the 
same or similar services, a railway administration charges lower rates in 
one f'ase than in another the burden of proving that such lower rate does 
not amount to an undue or unreasonable prejudice or disadvantage shall 
lie on the railway administration. 

6. The State’s railways should be given a constitutional guarantee against 
unfair competition. For this purpose the State’s railways should be enabled 
to bring before a tribunal any rate or charge /made by another railway 
administration in competition with the State’s railways which (a) places the 
State’s railway at an undue or unfair -disadvantage 'm, the competition; or 
(b) is inadequate having regard to the cost _ of . affording the service or” 
services in respect of which the 'rate' or - charge 'is made; and unless the 
tribunal is satisfied, in either of the foregoing oases,-, that the action of the 
railway administration in making '-the rate or charge is desirable in the 
public interest (including the -Interests' of;; the competing railways) the 
tribunal' shall cancel or vary the > rate ■ or ■ charge.,' , 
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7.,,.; Tile foregoing guarantees could not b'e made effective in practice witlioiit 
.the ..'ancillary right on the part of the State’s railwa.ys to require iiiforiiiatioii' 
'from , other railway administrations not merely as to the charges that are 
being made by the latter but -also .as to ■ the. proportions of. any .such ' charge, 
attributable to ,.{„a). carriage of the goods on , the ■ railway,, (b) terminals;, ■ 
(c) demurrage, {cl) 'c.olieetion.j ■ delivery and' other expenses.. ' ■ 

8. It is obvious that the guarantees referred to above involve the necessity 
:'for 'a tribunal ..to interpret , and give effect to them,. 'The, St, ate is' advised,', 
that having regard to experience' of .English . rai,iway legislation tlie most 
satisfactory system vrould he to set up a single iiermaiient judicial body to 
deal with disputes arising under the foregoing guarantees. Moreover, it 
may well he that traders will, as respects undue preference and facilities, 
be given, either in the Constitution Act or at a later stage, similar rights, 
and as in that case similar questions are likely to arise as between traders 
and railway administrations, it would be most desirable, in order to avoid 
inconsistent and overlapping decisions, that the same tribunal should 
adjudicate upon all such questions whether arising between one railway 
and another or between a trader and a railway. 

9. Construction of Railways in British India is a Federal subject under 
Appendix VI., List I., Head 12 (a), whereas construction by a State within 
its own territory remains outside the Federal sphere. 

In order to prevent friction in matters relating to construction the State 
suggests that constitutional provision should be made whereby all railway 
eoiistructioii whether in British India or in a State shall he regulated with 
due regard to (a) progressive extension of the Indian Railway System; 
(h) co-ordination of that system as a whole; and (c) the avoidance of unfair 
encroachment by one railway administration upon the area served by 
another. 

In order to give effect to such a provision it would seem desirable that 
every scheme of railway construction should be brought before an impartial 
body whose duty it would be to hear objections to the scheme in the same 
way as would be done by a Private Bill Committee in this country. The 
State sees no reason why this function should not he entrusted to the tribunal 
contemplated. 
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2. Note on Federal Finance by Sir Manubhai Mehta 

IJilder tills ^important head the Princes, by their resol'utions at the 
iiiiornial meetings ok the Princes’ Chamber, have asked that: “no direct 
tax or levy of any kind, including income tax and corporation tax, shall be 
imposed by the Federal Government with the. States or on the subjects of 
States. Federal sources of revenue shall be strictly confined to those mutually 
agreed upon and mentioned in Appendix A, and no addition to this- list 
will be permissible without the free coiisent of each State.” 

This demand has important bearings on paragraphs 138, 139, 141 and 142 
of the White Paper dealing with the chapter on the allocation of revenues. 
The scheme of the White Paper px'ovides that the Federal Government may 
for the first ten years retain ail the proceeds of income tax for its oivn 
expenditure without allowing any contribution from income tax revenue to 
the Provinces. The income tax revenues would be assigned to the Governor’s 
Provinces, but would be payable only after ten years, the assignment to the 
Provinces during those first ten years being regulated on a gradually increas- 
ing scale limited, to a maximum of 75 per cent, and a minimum of 60 per 
cent., spread over the first ten years. Taxes levied on official emoluments 
of Federal officers and taxes on income earned in Chief Commissioners’ 
Provinces and other Federal areas will naturally remain with the Federal 
Government, but all other revenues from income tax will be liable at the 
end of ten years to revert to the Governors’ Provinces under the above 
arrangements. 

Paragraph 141 gives to- the Federal Legislature power to impose surcharges 
on taxes on income for Federal purposes. While such surcharges are in 
operation, each State member of the Federation will contribute to the Federal 
revenues a sum to be assessed on a prescribed basis. If any State has agreed 
to accept Federal legislation regarding income ’tax, its contribution to- the 
Federal revenues under the contingency of surcharges mentioned above ,inay 
take the form of a corporation tax or a tax on the undistributed profits of 
companies. 

These provisions of the White Paper are not quite acceptable to all the 
Indian States. Of course, such States as choose to make their contribution 
in the shape of corporation tax will be free to do so, but as a matter of 
principle the Indian States generall^^ ask for exemption from any form, of 
direct taxation. 

If any contribution is called for from the whole of India during any 
rmiergency, the Indian States desire that their contribution ought to lie left 
entirely on a voluntary basis and not made compulsory. If a surcharge is 
required on account of any expenditure called for by war, the Indian Princes 
demand that under their treaties /they are entitled to free protection from 
the Paramount Power, and it would scarcely be right or in accordance with 
their treaties to insist upon obligatory contributions from the States in case 
of war. ' ' ■' 

In the case of any other crisis, what 'the Princes ask 'for is that resort to 
surcharges and contributions from States may be sought only as a dernier 
resort and only after exhausting all the other "#ays and means of meeting 
the emorgeney. In tlie first place, every endeavour ' ought to be made for 
curtailing the ordinary expenditure of Governmentj perhaps the expenditure 
of tlie Military Department niay'.have left ropm forieurtailment if carefully 
explored. And if after such exploration it;is'eone!usiveiy proved tiiat fresh 
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, so'urces, of' raising re¥eime are absolutely 'necessary , the ' Princes desire tliat'^ 
all the sO'Urces oi: indirect taxation must first be exhausted. The present 
duties on imports may be raised; if it is not possible to increase the duties 
without setting in motion the law of diminislimg returns and thus reducing 
the veiy revenues it is sought to, increase, the Princes suggest that fresh 
excise duties ma^’’ be levied on products of new indigenous industries sought 
to be protected, like excise on matches, excise on tobacco, new moiicpoiies, 
manufacture of arms and explosives, etc. 

Even when all these ways and means are found inadequate and more funds 
are needed to cope with an emergency of a specially grave character, it may 
be safely left to the Indian Princes to come to the relief of the Federal 
Government of their own free choice rather than out of compulsion, as they 
have done during the past, during the time of the Great War and other 
grave emergencies, hut they object to compulsory contribution or any form of 
direct taxation. 

, Manubhai.N, Mehta, hh 

4th November, 1933. 
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Federal Sources of PevexNue, 

1. Federal sources of revenue shall, subject to the rights of States, be 
strictly confined to the following : — 

(a) Maritime Customs; 

(b) Salt ; 

(c) Export Opium ; 

(d) Excise duty on articles levied in 1931 in addition to Customs 
duties ; subject to the rights of the maritime States when such excise 
takes the form of countervaiimg duty ; 

(e) Receipts from federal commercial undertakings, e.g., federal rail- 
w^ays, federal posts and telegraphs ; 

(/) Profits from federal currency ; 

(g) Cash payments and payments through ceded territories provided 
that g ” shall be treated as a vanishing item, relief being given to the 
States as quickly as possible. 

2. Should the revenue yielded by the sources set forth above not suffice for 
the expenses of the Federal Government, the Government should, subject to 
the proviso in (g) make up the deficit by: — 

(i) manipulating the aforesaid sources of revenue so as to yield higher 

; revenues^ 

(ii) by all possible econoriiieG; 

(iii) by devising other forms of indirect taxes; and 

(iv) by utilising if and when necessary the following reserve sources of 
revenue, namely, "excise duties on any of the following articles: 

,(a) ffiatqhesq;;;Ht;T-;T::-Ch 

{ . (b) tobacco^ . . ' ^ 

T: • '■ N,B.---The AbdvAechetfe:? snbiect'vtd':,:^' J 

-/■■■t'-.-h' ’U) rights ''dl-ihe\ individual State under treaties, and agreements, 

provided that ''no -''ni'aTitimerBtate' ' shall'' 'levy' "Customs duties " 'lower" than' 
those of British India, ■' ' " 

- T' (2) f ha 'conditions '-that |iending disputes between individual States 
:■ ' and the Gownment of: India ‘are immediately settled. 


on existing taxes in 
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2a. Memorandum on Constituent Powers by 
Sir Manubhai Mehta. 

1. Provision for nltiniate transfer of reserved departments at tiie end of 
: a. period of transition. " 

The Princes do not approve^ of the mixing up of these subjects, like Arinv 
and Defence as well as Foreign Relations, witih other Federal subjects in 
List No. 1. Under Appendix VI attached to -the White Paper, wdiich x^nx'- 
porls to enumerate the subjects the Princes will be expected to agree to 
federalise, the subjects of Defence and Army, as well as Foreign Reiations, 
according to th opinion of the Indian Princes , ought to be classified as Crown 
subjects to be listed separately from subjects which are purely Federal, and 
though they understand that the subject of Army is one reserved though 
Federal, in contradistinction to Provincial subjects, the subjects of Army and 
Foreign Relations cannot, at this stage, be regarded as under the control of 
the Federal Governinent. The relations of the Princes with regard to Army 
and Defence are with the Crown and come under the sio here of paramoiintcy. 
The Princes therefore fee! that when any period is provided for the ultimate 
transfer of the Reserved departments to the Federal Government, that they 
ought to be consulted before any such transfer takes place. By their 
treaties, they are entitled to look up to the Crowui for protection against 
foreign aggression as well as internal commotion, and no transfer of these 
obligations from the Crown to the Federal Government can take place unless 
with their previous consent. The Princes feel that their Treaties of Acces- 
sion ought to preserve this po^ver of revision as all such treaties must be 
bilateral in character, and the Paramount Powmr can be released from its 
obligations only wdth the assent of the Princes. 

2. The x^i’oposal that there should be some provision for the transfer of 
subjects from the Federal Government to the units and vice versa. 

The Princes do not agree to this. They consider that no transfer of sub- 
jects from the Provincial list to the Federal list, or from the Central Indian 
list to the Federal list, ought to be allow^ed without their specific consent, 
and such a power of constitutional amendment ought not to be within the 
purview of the authority of the Indian Federal Legislature. If any such 
fundamental constitutional amendment is proposed, it coxild only be done by 
a frevsh Act of Parliament, and before such an Act was passed by the Parlia- 
ment the assent of the Princes should be taken, as such changes would 
affect their Accession Treaties. The Princes should be free to agree to sucli 
revision in their treuxties adding to their Federal obligations. 

3. Constitutional chaxxges. 

No amendment in the financial arrangements affecting the Indian States 
ougl.it to be xiossible unless their previous assent was secured. The Princes 
attach great importance to their exemption from any kind of direct taxation 
ixroposecl by the Federal Legislature. If any amendment seeks any change 
in this financial arrangement, their assent must be first taken and such a 
constitutional amendment should .only be, .possible by a fresh Act of . 
Pariianieiit. 

■ Similarly the Constitution ought to leave mo room for any change in the 
strength and composition of the Federal Legislatufe.-- The agreement of the 
Princes will first be secured to the numbers of’ the seats they would be 
assigned in the Federal Legislature, and no .decrease in this nirmher nor any ' 
. change in the' mode of their selectipii ought- tb.', be' left within the competence 
. of the, Indian Federal Legislature. ' Such a iundamental change ought io 
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require 'a:;fres]i' :Aci^ Parliament, . and sucli -a- new enactment .could , only . be 
undertaken with the assent of the Princes. 

Amongst the safeguards that were communicated to the Lord Chancellor 
at the third Round Table Conference by the representatives of the Indian 
Princes it was requested that: — 

“Any amendment of the Constitution shall— 

“ (a) for the purpose of its introduction in the House require in 
the first instance a two-thirds majority of the House in -which it 
is being introduced, and will only beconie Law after 

“ (b) separate ratification and acceptance by three-fourths of the 
Indian States represented in the Federal Legislature and hy three- 
fourths of the members representing British India, provided that 
no alteration affecting the Indian States in the following matters 
shall be deemed valid without the consent of the State concerned. 

(1) Sovereign autonomy of the State. 

(2) Representation allo-bted to anj^ State in the Upper House, 

(3) Minimum representation of any State in the Lower House. 

(4) The alteration of the territorial limits of the State. 

(5) Additions to the list of Federal subjects. 

“ The statutory and constitutional guarantees provided for shall be 
unalterable except with the consent of each federating State.” 

Taking this communication in relation with what they have said in the 
present note, the gist of their demands amounts to the following: — 

Amendments in the Constitution may be of two kinds. 

(1) They may be very informal changes of a routine character, not 
impinging upon the rights or obligations of any units. Such amend- 
ments ought to be possible without much difficulty and they may be 
carried by a simple majority of votes in the Legislature. 

(2) But where amendments were fundamental and involved vital 
changes in the Constitution, especially -when confined to the five matters 
noted above, their passage through the Indian Legislature ought to be 
hedged round by such safeguards as sought for under the devices of 
absolute majority or other specified two-thirds or three-fourths majority 
in a joint session of both Houses. 

And even after the passing of such an amendment in the Indian Legisla- 
ture, the Constitutional amendment could only be ultimately ratified by a 
fresh Act of the British Parliament, for which again the assent of the 
Indian States acceding to the Federation for such revision of their Acces- 
sion Treaties ought to be first secured. 

This practically is embraced by rwhat the Princes have meanT by their 
demand for freedom to secede. 

Manubhai N. Mehta. 


November 4th, 1933. 
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iNTEODtrCTIO'N. 

1. The Memorandum in which we submit our views on the various issues 
raised by the White Paper scheme has been prepared in two sections. In 
the first section we have stated the principal modifications that should in 
OUT opinion be made in the scheme in order to satisfy moderate public 
opinion in India and have indicated very briefly the reasons justifying 
them. In the second section we have attempted to answer the chief 
criticisms directed against the basic principles of the White Paper proposals. 

We have throughout kept in view the declaration of policy made by the 
Prime Minister at the end of the first Bound Table Conference on behalf 
of the last Labour Government and endorsed by the present National 
Government and the present Parliament. The salient sentences of that 
declaration are as follows: — 

“ The view of His Majesty’s Government is that responsibility for 
the government of India should be placed upon Legislatures, Central 
and Provincial, with such provisions as may be necessary to guarantee, 
during a period of transition, the observance of certain obligations and 
to meet other special circumstances, and also with such guarantees 
as are required by minorities to protect their political liberties and 
rights. 

‘‘ In such statutory safeguards as may be made for meeting the 
needs of tlie transitional period, it will be a primary concern of His 
Blajesty’s Government to see that the reserved powers are so framed 
and exercised as not to prejudice the advance of India through the 
new constitution to full responsibility for her own government.” 

It is in the light of this declaration of policy that we have examined the 
White Paper proposals. The modifications we suggest do not affect the 
basic structure of the scheme. They are intended to ensure that the reserved 
powers are eo framed and exercised as not to prejtidice the advance of 
India to full responsibility ”, and to secure that the period of transition 
is not indeiiniteiy extended. 

Freamhle to the Act, 

2. We consider that the preamble to the Constitution Act should contain 
a definite statement that the natural issue of India’s constitutional progress 
is the attainment of Dominion Status This declaration, as Lord Irwin 
explained in the announcement he made on behalf of His Majesty’s Govern- 
ment on October 31, 1929, is in accordance with previous public declarations 
of Ministers of the Crown and also with the directions given in the Instru- 
ment of Instructions by His Majesty the King ‘‘ that it is His will and 
pleasure that the plan laid down by Parliament in 1919 should be the means 
by which British India may , attain its due place among His dominions.” 

pThat the expression Domihibn Status'”' was not used in a ceremonial or 
honorific sense is clear from the following extract from the message conveyed 
’ to India by His Majesty the^King-Emperor, through H.B.H. the Duke of 
Connaught, on . the solemn ■oecasiouL' of the inauguration of the new Central 
f -I^egislatures in 1921;,*—^ ' , ' ’ _ 

;’’V' Por' years, it an^y_- be '"for. generations, patriotic and loyal Indians 
have drefttibd Mother! To-day you have begin- 

nin^is of widest scope and ample oppor- 
tunity Dominions enjoy.” 
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Indian public opinion lias been profoundly disturbed by the attempts 
made during the last two or three years to qualify the repeated pledges 
given by responsible Ministers on behalf of His Majesty’s Government. Since 
it is apparently contended that only a definite statement in an Act of 
Parliament would be binding on future Parliaments, and that even the 
solemn declaration made by His Majesty the King-Emiieror on a formal 
occasion is not authoritative, we feel that a declaration in the preamble is 
essential in order to remove present grave misgivings and avoid future 
misunderstandings. 


Date and conditions for the inauguration of the Federation. 

3. We consider that, following the precedent of some of the Dominion 
Constitutions, a definite date after the jiassing of the Act should be fixed 
by the Constitution Act for the inauguration of the Federation. We have 
been assured that no serious difficulty is now anticipated in the way of an 
early establishment of the Ileserve Bank, and we have also been authorita- 
tively informed by the witnesses who appeared on behalf of the Princes’ 
Chamber that a period of one year would be sufficient for the negotiations 
in connection with the Treaties of Accession. If it is feai'ed that unforeseen 
difficulties might delay the inauguration of the Federation, power might he 
given to His Majesty’s Government to postpone the date by means of a 
Ko.yal Proclamation. 

In making this suggestion we have in view the ps 5 ^chological effect of such 
a provision on the political parties in India. The uncertainty that must 
necessarily result from the absence of any definite date in the Constitutioji 
Act for the inauguration of the Federation and the possibility of further 
delay arising from the procedure of an address in both Houses for the issue 
of a Proclamation would seriously prejudice the formation or realignment 
of political parties in India. On the other hand, we have reason to suppose 
that if a definite date were fixed, even the parties which iwe dissatisfied 
with the White Paper Constitution would probably cease to carry on an 
agitation on the present lines and would bo encouraged to concentrate theii' 
attention on the new elections. We attach very great importance to this 
development, since the satisfactory working of the new scheme must neces- 
sarily depend on the existence of well-organised parties, pTcpared to work the 
scheme. 

The Deserved Subjects. 

The Artiiy. 

4. Wo have accepted the necessity for the reservation, during a period of 
transition, of Defence, Foreign Affairs, atid the .Ecclesiastical I)e|>artment. 
MV regret to note, liowever, that in spite of the insistent demands of the 
Indian Delegates at the liound Table Conference for greater cmitrol over 
Army administration and the pi'omise contained in the Prime Minister’s 
declaration that the reserved powers will not 'be so framed and exercised as 
to prejudice the advance of India to full , responsibility, the White Paper 
provisions relating to the Army, so far from .giving Indians greater oppor- 
tunities for liiflueiieing Arin,v policy, actually make the constitutional position 
in. some respects worse than at present* While at present the Governor- 

. General aihl bis Council, three Membans of -which 'are Indians, superinteiKl, 
direct and control”* the military government ^ of India, the Governor- 
General, assisted by a Counsellor appointed at his' discretion, will in future 
mhly determi,oe Army policy, A direction jn^ .the 'Instrument of Instructions' 

■ y . '• Government of India Act, Section 33* 
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:' to::'encoD.rage . joints coiisiiltatioii' between the Ministers and. 'Gounsellors is 
obviously no satisfactory substitute for the opportunities wliicli the present 
^'■:^tatute , affords to the Indian public, of expressing its views ■ through 
Indian Members of the Executive Council. Past experience of the actual 
working of a similar direction to Provincial Governors as regards joint 
, consultation between '■ 'Executive Counciffors,: and Ministers Justifies 'this'. 
statement. In Madras under Lord ¥/iiIingdon joint consultation was in- 
valuably the practieej while in some other provinces separate meetings of 
the two sections of the Executive w'ere the rule rather than the exception. 
Nor were these variations due to local circumstances, for in the same 
province under different Governors the practice has been diff’ereiit. 

5. We summarise below’ the modifications that should, in our opinion, be 
made in the White Paper provisions relating to Defence: — 

(1) * (a) The Army Counsellor should be a non-official Indian, prefer- 
ably an elected member of the Federal Legislature, or one of the repre- 
sentatives of the Indian States in the Federal Legislature. 

(b) There should be a definite programme of Indianization with refer- 
ence to a time limit of twenty or twenty-five years, and one of the 
primary duties of the Indian Army Counsellor should be the provision 
and training of Indian officers for the programme of Indianization. 

The position of the Army Counsellor, we may point out, will be funda- 
mentally different from that of any responsible 'Minister. Army policy 
will, in all vital matters such as discipline, strategy, equipment, etc,, 
be determined by the Gommander-in-Chief. The principal functions 
of tlie Army Counsellor will be ‘‘to express the view's of the Governor- 
General on defence matters in the Legislature, since these will impinge 
upon strictly Federal matters ”,t co-ordinate policy in all matters 

in wLich the activities of the Army Department bring it into contact 
with the civil administration. We consider that for the discharge of 
these very limited functions it would be more api>ropriate and desirable 
to have a iion-oificial Indian Counsellor, chosen by the Governor-General 
at his discretion. The Counsellor wdil, of course, merely advise the 
Governor-General who will he free to reject his advice. 

(2) The Treasury control now exercised in respect of Army expenditure 
by the Finance Member and the Finance Department should be con- 
tinued under the new constitution. We fully recognise that in cases of 
differences of opinion the decision of the Governor-General, wdio is 
ultimately responsible for defence, should be final. 

(3) All questions relating to Army policy and the annual Army budget 
estimates should he considered by the entire Government, including all 
the Co-unseilors and the Ministers. We again recognise that if the 
united Cabinet should fail to arrive at an agreement regarding the 
expenditure to be. included in the budget or on other questions referred 
to it, the Governor-GeneraPs decision should be final. This is the 
minimum that would satisfy ■ the -Indian public, especially as the White 
Paper scheme involves the abolition of the Governor-Genera? s Council, 
the Indian members of which 'have not only influenced Army policy, but 
have actually participated in the determination of that policy. 

. (4.) There should he statutory , Committee of Indian Defence con- 

‘ stituted on the tines of: the-Gomlnittee ' of Imperial Defence. The Com- 
mittee should consist of -the'.Cdmiffgbnder-in-Ohief and other Army experts, 


Sir Henry Gidney cpnsiderhthatt Army Counsellor should be a non- 
^ official but 'uot , 

. t Pam. 1^' of" Structure Committee. 
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the principal Federal Ministers and any other Ministers including 
representatives -ot the Indian States whom the Viceroy inaj’ at his 
, , discretion select. . ' . ■ 

(5) The cost of defence is primarily an administrative issue, but the, 
scale of Army expenditure is a dominant factor in the financial situation 
and seriously reduces the margin available for the nation-building 
services. Our views on this subject are well known to His Majesty's 
Government, We merely repeat our request that an endeavour should 
be made further to reduce the military expenditure very s'ubstantially 
and that the provisions we have suggested above to ensure economy in 
Army administration should be given effect to in the Constitution Act. 

(6) There should be a provision in the Statute requiring the consent 
of the Federal Legislature to the employment of the Indian Army 
outside India, except, of course, for the purpose of the defence of India 
itself. Ait the third Round Table Conference His Majesfcybs Government 
agreed to consider the suggestion how far the Legislature might be 
given a voice as to the loan of Indian forces to the imperial Government 

on occasions when the interests of India .within the sphere of defence 
ivere not involved.”* 

Other Reserved Subjects. 

6. We consider that it is unnecessary to provid(3 for moi’e tliau two Coun- 
sellors for the three Reserved Departments, since the adniinisiratlon of 
Ecclesiastical affairs does not involve any appreciable work and can easily 
be entrusted to the Army Counsellor. We have been assured that it is not 
the intention to appoint more than two Counsellors, but the ])rovision lor a 
third Counsellor in Proposal 12 has created some misapprehension in India, 
for it is feared bliat if a third Counsellor is appointed and is placed in 
charge of the special responsibilities of the Governor-General, 'there is consider- 
able danger of his developing into a super-Minister, whose activities must 
necessarily take the form of interference with the w-ork of the responsible 
Ministers. 

Fhuincial Safeguards. 

7. In view of the great importance that has been attached at the Round 
Table Conferences to the s'teriing obligations of India and of the attempts 
that have been made in this country to exploit the nervousness of the 
investor for political purposes, we hai^e analysed in the second part of our 
Memorandum in some detail the debt position of India. Three conclusions 
emerge from this analysis: — 

{!) In the first |dace, fh^e-sixfchs of India’s debt is covered by pro- 
ductive assets, which are mainly State railways and irrigation wox'ks. 

(2) In the second place, the internal rupee debt of India is nearly 
o'ue and a half times the sterling debt and an appreciable portion even 
of the latter is held by Indian investors, 

(3) in the third place, a considerable portion of the rupees debt is 

held by millions of small investors belonging 'to, the 'upper and lower 
middle elassOvS who are politically the 'most vocal .section of the population 
and among whom nationalist feeling Ends expression m its most intense 
form. . , 

The signtficance of these conclusions dies ” -in Ahe- fact that any factors 
. that affect the stability of Indians finanees or, ,itS credit in Exigland would 
' have serious repercussions on India’s- internal' ■ credit. 

Page 47, Indian Round Table .Goaf ©rohee Proceedings, Tliird Session, . 
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8. We must also draw the attention of tlie Goiiiiiiittee to aiiotlier feature 
of India’s debt. The total expenditure incurred by India on .the Great 
War was £207 millions or about ,Es. 311 cr ores at the' rate of exchange. '' 
prevailing at the time. Of this sum the direct contribution from Indian 
re%'enues towards G-reat Britain’s 'War expenditure was £146-2 millions or;';' 
Rs.220 crores, nearly two-thirds of which was found by borrowing. These 
figures include the gift of £100 millions but not, of course, the iramerous 
private gifts or the contributions of Indian States. If British India’s total 
contributions towards 'Great . Britain’s war expenditure ,and the interest 
paid on War borrowings had been utilised for .wiping out the sterling debt 
of India, the sterling debt to->day would have been very small; for a 
substantial portion of the amount was borrowed before the War at low 
rates of interest and until recently the securities were quoted at rates very 
much below par. We fully recognise that these enormous contributions 
were made by the Indian Legislature and rve also recognise that whatever 
the circumstances connected with the composition of India’s sterling debt 
the position of the British investor is not affected. We have not referred 
to this subject at any of the Bound Table Conferences, and we refer to 
it now" with great reluctance for the last thing we desire to do is to exploit 
for political purposes a gift made with the full assent of Indian representa- 
tives. Nevertheless when attempts have been made in this countiy to 
exploit the nervousness of the British investor for purposes of political 
propaganda, it is necessary to bring to the notice of the British public 
and of Parliament the fact that, if India had utilised the money .which 
she contributed towards the expenditure on the Great War to wo'pe out her 
sterling obligations, the sterling debt to-day would have been very small. 
W'e must appeal to the British sense of fair play to see that the financial 
sacrifices which India made in order to assist Great Britain in her hour 
of need do not result in the imposition of severe restrictions on the powers 
of the Legislature and the responsible Finance Minister in the administra- 
tion of the country. Nothing would exasperate Indian public opinion more 
than the reaii.sation of the fact that the enormous sacrifices that India 
had made have actually become the justification for impediments in the 
way of her constitutional advance. 

9. 'We now proceed to indicate the modifications we suggest in the White 
Paper provisions. 

(1) The fact that a large number of Indians have invested in Indian 
sterling securities in this country^' and that an appreciable portion of the 
Bupee debt is held by a large class of small investors who will be in a 
position to wield considerable political influence under the new constitution 
constitutes in our opinion an effective safeguard for the security of India’s 
finances and of her credit abroad- A special responsibility in respect of 
financial stability and credit has, however, been imposed on the Governor- 
Geueral. At the Third Bound Table Conference attempts were made by 
several • delegates to define this responsibility precisely and to restrict its 
■ application to specific cases such as. borrowings to beet Inidgetary deficits. 

, While considerable sympathy was expressed for this latter demand, the 
difficulty of drafting a clause that would cover all such cases has apparently 
been the principal consideration that has influenced His Majesty’s Govern- 
^ ment in retaining the wording, -"adppied in the White Paper. If the 
diiieulties of drafting areAfound -to 'BeVmsuperable, we consider that the 
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intentions of; ■ -His , Majesty’s^ GoTernment ' should -be ; made ' clear' by nicaiis 
of appropriate directions in tlie Instrument of Instructions. 

(2) We recognise that if the Gorernor-General is to have a special 
responsibility in respect of financial stability and credt,, it will be necessary 
for him to have a Financial Adviser on the spot, for At is better that he 
Khonld be guided by an adviser who is stationed in India and is in touch 
wdtli local coiiditions than that he should he obliged to invoke the aid of 
experts in England who have had no direct or recent contact with India. 
We have, therefore, no objection to the appointment of an adviser for a 
limited period under the neiv constitution, but it should be made clear 
either in the Statute or in the Instrument of Instructions, tlmt the intein 
tion is that he should not interfere in any way in the ordinary day-to-day 
administration. 

We are further of opinion that there are considerable advantages in 
designating him Adviser to the entire Government, i.e., the Governor- 
General as \vell as the Ministry. It is also very important that the Financial 
Adviser should be a financier approved by and acceptable to the Finance 
Minister. The success of the Financial Adviser will depend not merely on 
his experience and knowledge but upon his personality and his political 
outlook. His duties under the Constitution will be to advise the Governor- 
General .when lie considers that the financial stability or credit of the 
Federation is in danger: but a financial crisis is often due to the cumula- 
tive effect of a series of acts which individually are not of such consequence 
as to justify interference. It is obvious that the utility of a Fiiiancir^l 
Adviser wmuld be gravely dimiiwshed if he could deal only rwith the conse- 
uences of a crisis and had no opportunities of preventing it by giving his 
expert advice at the appropriate moment. It is, therefore, of the utmost 
importance that the Minister, while retaining fully his right to reject the 
advice of the Financial Adviser, be encouraged to consult him as frequently 
as possible. We request the Committee to take the psychological factors 
into consideration. If the Financial Adviser were clioseii avithmit the 
agreement of the Minister and did not enjoy his confidence, the latter would 
probably never consult him, however able and experienced he might be. 
The inevitable tendency would be for the Finance Minister to isolate himself, 
as far as constitutional provisions would permit, from the Financial Ad- 
viser, and the main object for which the appointment is considered neces- 
sary would be frustrated. On the other hand, if the selection were made 
with the approval of the Ministtw, he wmuld probably get into the habit 
of consulting him and of accepting his advice without any prejudice to his 
const itiitional right to reject it in cases in which he considered it necessary 
to do so, 

(-3) We have recognised the importance on financiial groinids of the con- 
stitution of a Reserve Bank. We .do not propose to offer any detailed 
observations on a subject rvhich has’ been discussed by a special committee 
here and is now before the Indian Legislative Assembly. We wish, however, 
to emphasis!© here that it is of the utmost' importance that the principal 
c30ficers of the Bank, namely, the Governor and Deputy Governor, should 
not be under the iniluence dither of, ' WhitehaiV or of the City. In the 
course of the discussion which mmw of the; Delegates to the Iloiiud Table 
Conference had last year with representatives, ,of the City, very great 
"einphasW was laid on the importance of establisMng a Baiik which liad the 
confidence of the Indian public. Nothing A'onld shake public coniidence in 
India more than the suspicion that .. the Oovaradr^andi the. Deputy Governor 
ivere acting tinder the infiueiice. of Whitehall, or /the City. 
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(4) Tiae l-egislation in respect of currency and coinage and of tiie 

Eeserve Bank should not, as proposed in paragraph 119 of the White 
Paper, be subject to the previous assent of the Governor-General. (Two 
Members dissent from this proposal.) 

These provisions and the establishment of a Eeserve Bank, independent 
of the Federal Executive, would in effect mean that the Finance Minister 
would not, in respect of currency and exchange policy, be responsible to 
the Indian Legislature, We draw the attention of the Committee to a 
statement made by the Secretary of State on December 24th, 1932, at a 
meeting of the Hound Table Conference, that the British Government 
have fully accepted the fact that there can be no effective transfer of 
responsibility unless there is an effective transfer of financial re- 

sponsibility.”* "We do not see how Finance can be regarded as a trans- 
ferred subject unless and until the Finance Minister is also responsible 
for the currency and exchange policy of the country and is in a position 
to determine that policy solely in the interests of India, Indeed, as we 
have shown in the second part of the Memorandum, so long as the 
currency and exchange policy of the country is reserved it would be difficult 
for the Ministers in charge of Industry and Agriculture to accept full 
responsibility for the development of these Departments. It is uiir- 

necessary, especially at present, to emphasize the fact that the prosperity 
of industry and agriculture is very closely connected with the level of 
commodity prices, %vihich, of course, is dependent on the currency and 
exchange policy of the country. 

(to) Future Indian sterling loans should be raised on behalf of the 

Government of India by the High Commissioner or some other suitable 
agency. The Secretary of State in his evidence before the Committee 
recognised the justification for a change in the present procedure. The 
question has a political aspect, since the necessity for securing the position 
of the British investor is one of the principal justifications for the financial 
safeguards. We realise that any change of procedure might result in a 
higher rate of interest for Indian loans, but tbis possibility must be 
faced by India at some time or other. 


Fiscal Convention. 

10. Under the White Paper provisions, Commerce will be a transferred 
subject, in charge of a responsible Minister, and fiscal policy will be deter- 
mined solely by the Ministry and the Legislature. Since the special re- 
sponsibilities of the Governor-General do not include fiscal policy or the 
other matters at present dealt with under the Fiscal Convention, the 
Governor-General will, in regard to such matters, he guided by the advice 
of his responsible Minister. We have no modifications to suggest as 
regards the provisions of the White Paper, but in view of statements that 
have been made in this country, we wish to draw the attention of the 
Committee to the following passage- in the Report of the Joint Select 
-Committee of 1919 ;.-r ^ ^ , 

'Whatever he the right’ fiscal policy for India, for the needs of 
'■ . her consumers as well as for -her , manufacturers, it is quite clear that 
she 'should have the same jliherty ' to consider her interests as Great 
’ ; Bintain, - Australia, and South Africa,” 



ON INDIAN CONSTITUTIONAL EBFOBM 


211 


16° Is ovemhTis, 1933.] Joint AIemobanbum by lOonthiucd, 

THE :.Bi.utish: Indian Delegation. 


I'lie furtker declaration based on this passage made by Air. Aiontagu 
in 1921 in reply to a deputation from Lancashire cannot be too often 
quoted. He said : — 

'' After that Report by an authoritative Committee of both Houses 
and Lord Curaon’s promise in the House of Lords, it was absolutely 
impossible for me to interfere with the right w'hicli I believe was 
wisely given and which 1 am determined to maintain — to give to the 
Government of India the right to consider the interests of India first, 
just as we, iwitliout any complaint from any other parts of the Empire, 
and the other iiarts of the Empire without any compiaints from us, 
liave always chosen the tariff arrangements which they think best 
fitted for their needs, thinking of their own citizens first. 

The conhdenco inspired by this declaration of policy and the policy of 
discriminating protection (which, it may be noted, is a far more diluted 
form of protection than the system in force in the Dominions) have led 
to the remarkable industrial development in India during the lust decade, 
to W'hich reference ivas made by the witnesses who appeared on behalf of 
the Alanchester Chamber of Oommei^ce. Any departure from this policy 
would cause dissatisfaction of the very gravest character in India and the 
consequences might be most disastrous even from the point of view of 
British commercial interests. 

11. At a very late stage of our deliberations a suggestion has been 
made that while complete freedom in the matter of tariff arrangements 
should be dehnitely recognised by Statute, there should be a clause pro- 
hibiting discriminatory tariffs penalising British imports as compared wifch 
those of other countries, imposed with the object of exercising political 
ipressure on Great Britain. It was explained that such a clause would 
not prevent discrimination against Great Britain if it was necessary in 
the economic interests of India, nor would it restrict in any way the 
right of India to eonelude trade agreements with foreign countries in the 
interests of Indian commerce and industry. For instance, it was made 
clear that a reciprocal agreement with Japan as regards the purchase of 
Indian cotton by Japan and the purchase of Japanese cotton goods by 
India W'ould not come within the scope of this clause even if it involved a 
certain measure of discrimination against Great Britain. 

12. The possibility of the tariff being utilised as an instrument of 
political pressure is remote. Our fear is that misunderstandings iiie 
bound to arise if the Governor or the Governor-General is the authority 
that will decide whether there is a political motive underlying the economic 
policy of the Ministers. If British politicians have been alarmed by some 
of the statements of the Congress and some of the implications of Con- 
gress polic^y, we vaiitiir© to point out that Indian commercial interests 
have also lieen very disturbed by statements in a section of the British 
press that in the oconomic interests of Great Britain there should be 
no relaxation of Parliamentary control, 

13. W© would like in this connection to refer brieiy to the tariff dwelop- 
ments in the past and to their psychological reactions on Indian pubhe 
opinion. The efidrte of Lancashire to interfere with, the tariff arrangements 
of India in the latter half of the last century, the abolition of the whole of 
tlie import duties in 1881 after a memorial by the Manchester Chamber of 
Commerce and a prolonged controversy, b'etweerr, the Secretary of State and 
tlm Government of India, and finally the. imposition of excise duties on 
cotton goods in 1896, again under -pressure Lancashire, had had very 
serious political repercussions on Indian _ public: opinion, whicti are familiar 
to all 'who are acauainted with the 'fecal /and,'' political history of India 
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'during the ,'. last ,50 years. ,Tlie excise duty on cotton goods became a grave 
political issue and the demand for its abolition continued long after the levy 
of heavy import duties on cotton goods. The grant of freedom in respect of 
tariff arrangements under the Fiscal Convention of 1919 and the abolition 
of the excise duties in 1925 have had a remarkable effect on the fiscal outlook 
of India and in partieniar on its attitude on the question of Imperial 
preference. In 1926 India had refused to accept tihe full policy of Imperial 
preference ; but a Bill for tlie grant of preference to British steel was carried 
through the Legislature in 1927 though by a small majority. The Ottawa 
agreement was ratified by the Legislature last year by a very large majority, 
and the Indian tariff now provides for preference for several classes of 
British goods. The reason for the change has been explained in the evidence 
of Sir Charles Innes, who was a member of the Viceroy^s Council in charge 
of Commerce for five years and is undoubtedly one of the greatest authorities 
on Indian commercial matters. The following is Ms reply to Mr. Davidson’s 
question No. 5007: — 

‘‘ 1 think it was mainly due to the fact that the Indians realised that 
it ivas for themselves to decide whether or not they W'ould ratify that 
agreement. In the old days, before we introduced this principle of 
discriminating protection, every Indian thougiiit that Britain kept India 
a free-trade country in the interest of her own trade. When the Fiscal 
Convention was introduced, and when we passed a Resolution in favour 
of discriminating protection, and the first Steel Bill was passed, we at 
once transferred all that from the political sphere to the economical 
sphere, and in recent years in the Indian Legislative Assembly more and 
more we have been creating a strong Free-Trade party. It was getting 
more and more diiScult for me to pass Protection Bills. I think that is 
all to the good ; it shows the value of resiionsibility, and I am perfectly 
smu-^ that if we had not taken that action, yon would never have got 
the Indian to agree to preference on British steel, or to the Ottawa 
agreement, and it seems to me a very good example of the stimulating 
effect of responsibility.” 

14, In these circumstances we request the Committee definitely to recognise 
by Statute India’s freedom to regulate her fiscal policy without any reserva- 
tions or qualifications. Such a course, we are convinced, would be fully 
justified by the results. In our opinion, so far as the fiscal relations between 
Great Britain and India are concerned, the question is not whether there 
will be any tariff discrimination against Great Britain but whether and to 
what extent preference will he given to Great Britain. A constitutional 
provision which might never have to be applied in practice but which would 
tend to offend public opinion in India might seriously prejudice the develop- 
ment of any preferential arrangements as regards Great Britain. India 
desires to shake hands with Great Britain in token of friendship based on a 
recognition of equality, A proposal that she should be hand-cuft'ed before 
she is allowed to shake hands, lest she be tempted to strike, is hardly the 
most expedient method of beginning a new era of cordiality and mutual 
understanding, ■ ■■ .• 

Oommereml Discrim huition. 

y'.,,,.' ,1,5,. ..The:, ...question , ...of,. . .Oommereml... ,l>iscrimination. .has . ..,„.be.en.„.„„.the su.b,J-ect.,„..„of ^ 

prolonged negotiations and''''''discuBsxons''''''for'''^ years. 'Thro'tighout" 'these 

■ discussions ' and 'm'egotiatiqns, Discrimination ’ ’ 

" was used in a. very limited sense.''-., it had reference solely to internal restric- 

include tariff 
b! Convention. 
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In [act, the only reference to the subject in the reports of the first BouikI 
Table Conference is found in the Report of the Minorities Sub-Cornrnittee. 

16. On the question of principle there has always been a substantial 
measure of agreement. The Ail Parties Conference which met in India in 
192S and which was presided o-ver by that eminent leader of the Congress, 
the late Pandit Motiiai Nehru, stated in their report (commonly known as 
the Nehru ileport) tliat “it is ineonceivabie that there can be any dis» 
criminatory legislation against any community doing business la-wfiilly in. 
India ’h The statement was endorsed in even more emphatic terms by- 
Mr . Gandhi at the second Round Table Conference. It has been accepted 
on the one hand that there sliall be no unfair discrimination against British 
companies operating in India, while it is equally agreed cm the other side 
that tlie Indian Government should have all the powers which Great Britain 
and the Dominions posvsess to develop indigenous industries by all legitiniate 
methods. Tiie diflculty throughout has been to define by legislation the 
expressions “ legitimate aiid “ unfair ” and also the term “ indigenous 

17. The question was considered by the authors of the Montagu-Chelnisford 
Report and also by the Simon Commission. Tiie former in paragraph 314 
of their report made an appeal to Europeans “ to be content to rest like 
other industries on the new foundation of govermrimit in the wishes of the 
people ” and to Indians “ to abstain from advocating differential treatme,nt 
aimed not so much at promoting Indian as at injuring British commerce 'h 
The Simon Commission considered that it was not feasible to preveiit dis- 
criminatory legislation by attempting to define it in a constitutional irastru- 
inent. Any sudh provision would, in their opinion ^ have to be drawn so 
widely as to bo little more tlian a statement of abstract principle, a.fl’ording 
no precise guidance to courts which would be asked to decide whether the 
action complained of was discriminatory. The Parliamentary draftsmen, 
however, considered otheinvise, and attempts have been made in the White 
Paper in Proposals 122, 123 and 124 to deal with this highly complicated 
question. The view of the Simon Commission has, how'ever, been justified, 
for tlie draft has already been found to be unsatisfactory and a corni>Iete 
redraft has been suggested in the memorandum circulated by the Secretaiy 
of )State. We must point out that if the clauses are drawn so widely as to 
prevent legitimate discrimination, the Government would be driven to State 
socialism as the only mctliod by which the provisions of the Act could be 
eircumveuted. 

18. fiefore we deal with this revised draft, we must state very frankly the 
apprehensions of Indian eomniGreial and industrial interests in this matter. 
A protective tariff, as regards which complete freedom has been given and 
is to be continued under the White Paper scheme, k the most common and 
perhaps the most effective method by which indigenous Indus trie, s can be 
fostered and developed. The clauses relating to eommerciai tliserimioatio,n 
also ro(x>gnise that in tlie ease of boiintips,' subsidies, or other payments of 
grants from pubiio funds, discrimination oven in the cme of British com- 
panies operating in India would be legitimate under certain circumstances. 
Those, however, do not exhaust the methods by which other countriew, in- 
cluding Great Britain, have attempted to develop indigenous iiidustrios or 
to counieract attempts made by foreign companies to frustrate the objects 
of a protective tariff. The particular dilhculty which is disturbing the minds 
of Indian eommerciai men is the possibility of powerful foreign trusts 
lishiiig themselves in India and making it impossible for Indian industries to 
develops not necessarily by methods Avhich , in ; ordinary commercial practice 
would be regarded as unfair, but by their superior resources, powers of 
organisatioB, political influence, etc. ^ It , Is Immaterial from the Indian 
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point of view wlietlier tliese trusts are Britisii or international, nor do we 
see liow legislation can diflterentiate between a foreign €oin]Dany wliioli is 
registered in Great Britain and a British company. 

The question has alreadj^ arisen in the case of the match industry. As a 
result of the heavy revenue imposed on matches in 1922, a big indigenous 
;dnditstr35': liasi developed, and^ the Swedish Match Company has also establi,shed: 
several factories in India. When the question, whether the revenue duty 
should be definitely recognised as a protective duty w^as considered by the 
:';T,ariff Board in 1928' one of the points w^hich it examined: ivas whether the:, 
Goveriiment should introduce any special measures to curtail the activities 
of the Swedish Match Company in the interests of the Indian companies. 
The Board, which was presided over by an Indian and had a majority of 
Indians, recommended that a no-discriminatory action was necessary, though 
the situation required careful watching y but it is interesting to note that 
the Tariff Board did not consider itself precluded from considering the ques- 
tion of discrimination and examined several possible methods, such as the 
establishment of a quasi- monopoly under Grovernment control, State control 
of sales and prices, and a differential excise duty.* 

19. In dealing with the revised draft, it would probably be better for us 
to state clearly on wdiat lines the draft should, in our opinion, be modified 
rather than to suggest specific modifications of the draft. We summarise 
below in the form of propositions our views on this subject: — 

(a) We have no objection to the general declaration as to British 
subjects in regard to the holding of public offices or to the practising of 
any profession, trade or calling. We would, however, very strongly 
object to any provision which makes it impossible for India to dis- 
criminate against subjects of the Dominions and Colonies which impose 
disabilities on Indian subjects. We do not wish to elaborate the point 
further, for His Majesty’s Government are aware of the strength and 
intensity of Indian feeling on this question. 

(b) Proposal 124 of the White Paper and the revised draft fully recog- 
nise that in respect of bounties, subsidies, or other payments from 
public funds, discrimination would be legitimate. We would, however, 
like to point out that the Beport of the External Capital Committee of 
1924, Oil which the draft is based, is not the last word on this subject. 
The conditions imposed in accordance with the recommendations of this 
Committee have so far been found to be satisfactory, but it is not im- 
probable that altered circtimstahces will necessitate other conditions or 
modifications of these conditions with a view to the encouragement of 
Indian trade or industry. The clause should not, therefore, restrict the 
right of the Government and the Legislature to impose further con- 

'■'ditions, if 'necessary.' ^ • . 

(c) The clauses relating to the special provisions for persons wdio are 
British subjects domiciled in the United Kingdom are based on the prin- 
ciple of reciprocity. In the course of the discussions we have referred to 

• several methods by. which ■ Western 'countries have attempted to foster 
and develop national industries and which might in certain circuin- 
' stances be held to contravene one or other of these provisions. We have 
two alternative proposals to make,' , • 

■ 20v\WG,AtrongIy hold 4he View Jhat.a^ .'Men dly settlement by negotiation is 
by' far "the most appropriate’ add,. satisfactory- method of dealing' with this 
complicated matter.' Any/statutoryV'aleguards given to British commercial 
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interests would irritate public opinion and would operate as impediments 
to be a friendly settlement. We therefore earnestly suggest the omission of 
clause 123 of the White Paper and the corresponding clauses in the re-draft. 
If any legislation which subjects to unfair discrimination any class of H-is 
Majesty’s subject protected by this clause is passed by the Federal Legis- 
lature, the Governor-General has already the right under clause 39 to reserve 
the Bill for the significance of His Majesty’s pleasure. Any such action on 
the part of the Governor-General would itself put the rival parties in the 
proper frame of mind for a satisfactory agreement. The fear on the one hand 
of the exercise of the ultimate veto and on the other the j^ossibility of assent 
being given in view of the strongly expressed public opinion in tlic matter 
would probably induce the parties to arrive at a satisfactory compromise. 

(Sir Henry Gidney dissents from this proposal.) 

21. A less satisfactory alternative {though in our opnion much better than 
the AVliite Paper proposals) would be the inclusion of legislation, which 
discriminates against any class of His Majesty’s subjects in India, in the 
list of legislation wdiich, under Proposal 110, requires the previous assent 
of the Governor-General given at his discretion. It should, however, be made 
very clear by means of a provision in the Statute itself or by means of appro- 
priate directions in the Instrument of Instructions that the assent should not 
be refused unless the object of the legislation is not so inueli to proTiiote 
Indian commerce as to injure British commerce.” 

We consider that n clause drafted generally on those lines would be pre- 
ferable, though, it is open to the objection referred to in paragraph 12. 

In the iirst place a provision of this sort wouicl be more elastic than the 
White Paper provision, for the Governor-General or the Governor, as the 
ease be, would ho in a position to decide with .reference to the merits 
of each individual case whether the measure was a legitimate in- 

tended: to promote Indian industries, or whether its aim was primarily to 
injure British commerce in India. 

In the second place it would avoid a reference to the Courts to which there 
are obvious objections, some of w-hich have been given by the Sinuni Com- 
mission ill poragraph 156, Volume II of their Report. We do not think that 
the Courts should be placed in a position in which they might have to giv<? 
a decision contrary to strongly expressed public opinion in the Legislature. 
Indeed, any attempt to test the legality of popular legislation by a foreign 
company -would at once raise political issues and would tend to mobilise the 
forces of public o])inion against the company concerned. European ccmipanies 
have during the last four years realised how extremely effective a boycott, 
supported by public opinion, can he in India, 

In the 'third place a reference to the Federal Cburt with the right of 
appeal would mean considerable uncertainty and delay, which might in 
certain circumstances frustrate the very object of the legislation. Moreover, 
If the legality of the legislation is challenged, not Immediately, but some 
years after the passing of the Act, a decision of the Federal Court deelufing 
the legislation ultra vlre,s on the ground of discrimination wTuikl Inflict 
heavy losses on the eompaiiies, W’hich in the meanwhile had invested capita! 
and eomineucod operations. 

22. We see grave pract,!cal ohjisetions to any constitutional provisions against 
administrative diserirainaiion, Indian Mmistors in charge of Transferred 
Departments in the Provinces have exercised n'nrestricted powers in respect 
of contracts and the purchase of stores, for the last -twelve years and there 
has been no complaint from, any British companies that the powers have been 
abused. Apart from the fact that a'ny/.prdyisipiiym the new constiiidion 
which woulc! ..enable the Governor-Genera! ’or the Government -to interfer© 
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'with the ' discretion' of the Indian Ministers in these matters would be very 
strongly resented as an encroachment- on the rights already; granted by con-, 
vention, we are convinced that administrative interference wouldj in practice, 
seriously affect the relations between the Governor-General or the Governor 
and his Ministers. In practice no such discrimination against British com- 
panies in India is likely to take place, especiaMy as the vast iiiajority of the 
shareholders in many of the so-called European companies in India, such as 
the jute companies of Bengal, are Indians.., The Indian sharelioiders, like’ 
the shareholders of any other country, do not concern themselves very much 
with political or racial issues so long as they get their dividends regularly. 
Although the shareholders in the jute companies have been predominantly 
Indian, the management and direction has, as is well known, been almost 
exclusively European. 

B ml ivay^ Board. 

23. The qiie.stion of the constitution of a Statutory Bailwaj^ Board was 
never discussed at the Hound Table Conferences but was considered by the 
Consultatix’e Committee of the Round Table Conference in India. This 
Committee, while recognising the advantages of the establishment by Statute 
of a Railway Board for the administration of the Indian Railway system on 
commercial lines, considered that the Constitution should merely contain a 
clause requiring the establishment of such a body and that the constitution, 
functions and powers of the Board should be determined bj" an Act of the 
Federal Legislature. We agree with this recommendation. 


Federal Legislaiure. 

24. We generally accept the proposals in the White Paper both as regards 
the composition of the Low'er Federal Ohani her and as regards the method 
of election to it.'^^* The representatives of some of the bigger Indian States 
have urged the desirability of smaller Legislatures and also the adoption of 
an indirect system of election. The arguments that have been advanced 
against direct election are familiar to those who have taken part in tlie 
constitutional discussions of the last five years, but since the matter is of 
such vital interest we propose to deal with the principal objections which 
are as .summarised below; — 

(1) Direct election, even with Legislatures of the size contemplated 
by the White Paper scheme, would necessitate extensive constituencies, 
and with the comparatively undeveloped state of communications in 
India' it would be imj)ossibIe for the individual member to maintain 
that personal contact with the electorate which is the essence of the 

' ; democratic system. 

(2) The vast mass of the electors who are to he enfranchised under 
the White Paper scheme are illiterate, and in the absence of a well- 

, , , organised party or press, it would be difficult for the illiterate voter 
" , ” , to understand the complicated and in some cases highly technical issues 
,d which the Federal Government would deal with tinder the new con- 

V,,-.-.. : .Soine members of the 'Delegation, would prefer smaller legislatures : 

though _t.hey areMn davour , of direct* election to the Lower Chamber. One' 


ON INDIAN CONSTITUTIONAL BBFOBM 


217 


16'^ Novemhris, 1933.] Joint Memorandum by IGonMnued. 

THE ' British Indian .Delegation. 


(3) India lias not sufficient men with the necessary qualifications to 
fill Provincial and Central Legislatures of the size provided for in 
the White Paper scheme, and a large Federal Legislature is unifecessary 
for the purposes of the Federal scheme^ since the functions of the 
Federal Government under this scheme will be very restricted. 

25. The first two arguments have been answered in the followdng passage 
from the Government of Indians despatch on a similar proposal made by 
the Statutory Commission: — 

First, the central elector has exercised the franchise with increas- 
ing readiness and at least as freely as the elector to provincial councils. 
A great deal of the business of the central legislature is as intimate 
to the elector, and is as fully within the scoipe of his understanding as 
the business of the provincial councils. We need cite only such 
matters as the Sarda Act, the income-tax, the salt tax, the railway 
administration, and postal rates. Even more abstruse matters, such 
as the exchange ratio and tariffs, interest large sections of the elec- 
torate. Second, the electoral methods natural to the social structure 
of India may be held to some extent to replace personal contact between 
candidate and voter, -a contact which adult suffrage and party organ iza- 
tions make increasingly difficult in 'western countries. The Indian 
electorate is held together by agrarain, commercial, ])rofossional and 
caste relations. It is through these relations that a candidate approacbes 
the elector, and in this %vay x>olitical opinion is the result partly of 
individual judgment, but to a greater extent than, elsewhere of group 
movements. TIiGse relations and groups provide in India a means of 
indirect contact between voter and member, reducing the obstacles 
W'hich physical conditions eiitail. Moreover, rve are impressed by the 
further consideration that ten years ago Parliament of its own motion 
set up for the first time a directly elected Assembly, representative ot 
the wliole of India. That Assembly, in part perhaps because it is 
directly elected, has a].>pealed to the sentiment of India, and sown the 
seeds, as yet only quickening, of real representation. Aceortlingly, 
unless neiv considerations of greater importance have to be taken into 
accoiuit, we feel reluctant as yet to condemn an experimetit undertaken 
St) recently in a country awakening to political consciousness.^’ 

Apart from the other weighty arguments which have been urged by 
others in favour of a system of direct oleetion, we “wish to draw the 
attention of the Coniinittee to the possibility, almost amounting to certainty, 
of Provincial elections being fought on All-Titdia issues if the Federal 
Legislatures w'ere indirectly elected by the Provincial Councils. The result 
would be that none of the advantages claimed for the indirect system could 
be secured, since All-India issues would be voted upon by an electorate 
of W millions instead of by tho more restricted electorate recommentled by the 
Lothian Committee for the Federal Assembly. ■ - . 

26, As regarcls adequacy of qualified men to fill the legislatures, wliatever 

til© conditions in the Indian States, no-one who is in touch with conditions 
in British India doubts that, except perhaps in the. case of the depressed 
classes, men with the necessary qualificat-inos will not be available. Our 
Tear, on the oilier hand, is that the' number'.' of nmclidatos will, bo em- 
barrassingly large. ' • ■, 

^ W© consider that there should be, a .definite provkion regulating the 
procedure for the participation by 'repTese-Btatms of Indian States in 
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matters of exclusively British Indian interest. ' The following formula' ' 
indicates the procedure which in our opinion should be followed: — 

(1) lu a division on a matter concerning solels^ a British Indian 
subjectj the representatives of the Indian States will not be entitled 
to vote. 

(2) Whether a matter relates solely to a British Indian subject or 
not will be left to the decision of the Speaker of the House, w'hich will 

' be, final. ■■ 

(3) If a substantive vote of Confidence’’ is proposed in the 

House on a matter relating solely to a British Indian subjectj the 
representatives of the Indian States will be entitled to vote since the 
decision on such a question will vitally affect the position of a Ministry 
formed on the basis of collective responsibility. 

(4) There should he a definite provision in the Constitution regard- 
ing the procedure on this important point, since the issues raised 
afiect the status and rights of the representatives of the Indian 
States on a question of voting in the Legislature. 

(5) If the Ministry is defeated on a vote of the Legislature on a 
subject of exclusively British Indian interest, it will be for the Ministry 
to decide whether it should continue in office. It will not necessarily 
resign as a result of the vote. 


Provincial Constitutions. 

28. We approve generally the scheme of Provincial responsibility pro- 
vided for in the White Paper proposals, and our observations and sug- 
gestions are confined to matters of detail. 

(1) We are very strongly opposed to the proposal that Law and 
Order or any section of the Police Department should be reserved. 
In the first place, the isolation of this Deiiartment would result in the 
intensification of the hostility to this Department which would be 
increasingly recognised as the agency of an alien Government. In 
the second place, the maintenance of Law and Order is very closely 
connected with the administration of the other departments, since 
the Police are the agency through •which in the last resort the policy 
of the other departments is enforced. For instance, the periodical 
Moplah outbreaks in the south, the tenancy agitation in the U. P., 
and the Guriuhvara agitation in the Punjab were due to agrarian 
or religious movements which necessitated action in the Transferred 
Departments, To give another instance, the enforcement of pro- 
hibition, which has the sympathy of a large section of the poijulation 
in India, is, as has, been demonstrated by the American experiment, 
primarily a question ' of ‘Law and Order. ' 

(2) Any special provision for dealing with the terrorist activities in 
Bengal and elsewhere,- which would involve a restriction of ministerial 
responsibility in respect of La-w. and Order, would, apart from its 
political reactions, defeat! the object in view. It is well-known that the 
terrorist activities have been aggravated by social and even, i-eligioiis 
inffuences, unemployment among the University graduates, and by 
economic conditions of. \thp: Province ' in general. . Absence of any 
strongly expressed publici dplnion against the"' movement has also been 

" ' one of the principal, .factors/ that 'has contributed to its _ growth. Only 
an Indian Minister \ who' is very;, closely in touch with the classes oL 
the population from 'which' the, '^rrorists are drawn can mobilise the' 
forces of public opinion against;; . ihpvement and deal effectively 
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witt'.tlie, social and, the other factors -that - have inflneiiced its growth,. 
(Sir 'Henry .G-idney dissents,)' . 


(3) There is nothing in the White Paper scheme which could prevent , 

' .the Go.vernor-Geiieral from carrying out- the suggestion that, while Law, 

and Order ' ivonld be-' coiiipleteiy transferred -, in the' .Provinces, tlierty 
'should be -a -snia'll organisation -directly under 'the G-overnor-Generai ■ 

■ which W'OnkI, in co-operation with the .provincial '■anthorities, ' slip 
/M information relating to 'movemehts of a ' siibxwsive character ; 

' ,, which extend over more ' than one- Province ■ ''and which-,, raise qnestions ' 
relating to the defence and security of the country. The military 
section of the C.I.D. does, as a matter of fact, discliarge this innctioii. 

(4) The Instrument of Instructions should definitely contain a direc- 
tion to the Governors that the collective responsibility of the Cabinet 
with a Prime Minister should be introduced from the very inception of 
the x>rovincial constitutions. 

(d) Special Tesponsihilities of the Governor.^ 

While we recognise that certain special responsibilities would have to 
he imposed on the Governor in view of the demands of the l^Iinorities 
and other circumstances, we consider that the following modifications 
should be made in Proposal 70 of the White Paper: — 

, ' (i). In respect of the 'prevention of gra've menace, to the peace 

- and- tranciiiiiiity of the Province, the Governor's action should he 

confined to the Department of Law and Order. In other words, 

. , these ■speci.al powers, should not- Be exercised so, as to in.terfere 
the administration of the other Departments. It is suggested that 
the special responsibilities should be restricted to cases in which, 
the menace arises .from subversive movemouts or the activities of a 
person or persons tending to crimes of violence. 

(ii) In. the case of Minorities, the expression legitimate 

inte.re3t.s should be more clearly defined o,nd it should be made 
clear that the Jlinorities referred to are the racial and religious 
minorities which by usage are generally included in this expression. 

(iii) In the case of "the Services, the expression legitimate 

intcu’csts •’ slmukl be clearly defined. The Governor’s special 
responsibility should be restricted to the rights and privileges 
guaranteed by the CoTLstitution. (The other special responsibilities 
of the Governor will be dealt with in the appropriate sections of 
tins meniorandum to which they relate.) 

(6) The power of issuing ordinances should be given only to the 
Oovei’iior-General as at present. The Governor should have no 
in getting ordinances issued even ■ in emergencies as at present. 
(Some members of the Delegation dissent from this proposal and support 
the White .Paper proposal.) 

* Sir Ibclor llahim is of the opinion that the^spedal responsibilities and 
special powers of the Gt>vernor as proposed in the WJute Paper will make it 
extremely dilficult for responsible Governments in the Proviiia*® to function 
and considers that the provision made to meet cases of breakdown of felic 
Constitution should suffice to meet all serioixs , contingeneies. He is con- 
vinced tbiit if the rights and interests (of 'the. Minorities and the Bervices arc 
properly defined in the Cbnstitution Act Itself that will afford more efiVetive 
protection to tliem. The Governor should, however, he responsible for carry- 
ing out the orders of the I'pderal . Government and' protecting the rights of 
Indian States. ■ 'V 
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■ (7) We are opposed to the creation of second. Chambers , in Bengaij,. . ■ 
Biiiar and .the U.P. The opinion of the present. Legislative Doniicils:'^.... 
in these Provinces is not conclusive in the matter. 

If, liovvever, in spite of our opinion a second Chamber with a 
nominated element is bo be constituted in these Provinces, we consider 
that it should be dehiiitely recognised that persons appointed Ministers 
must be or become within a stated period elected members of one of the 
two Chambers. (One member of the Delegation considers that in the 
case of the United Provinces a Second Chamber is necessary, while' 
another would like to have it in all the three Provinces.) 

(8) In respect of the Governor’s Act, referred to in Proposals 92 and 
93 of the White Paper, most of us would prefer that, if any legislation 
were required for the discharge of the special responsibilities imposed 
on the Governor, he should take the entire responsibility for such 
legislation and should not be required to attempt to secure the assent 
of the Legislature. 

Federal Fmance. 

29. — (1) The aiiocation of the source.^ of revenue between the Federa- 
tion and the units, which fallows with slight modifications the recom- 
mendations of the Peel Committee of the Third Round Table Conference, 
is the result of a compromise and .we do not, therefore, suggest any change. 

(2) In regard to the division of income-tax, however, we observe that 
the contentions of the British Indian members of the Peel Committee 
have not been accepted. ’These members, realising the importance of 
strengthening the financial position of the Federal Government by the 
permanent aiiocation of a portion of the income-tax, agreed, as a com- 
promise, to the suggestion that the proceeds of the income-tax ivhich are 
not derived solely from residents in British India should be allotted to the 
Federal Government, in addition to the Corporation Tax w-hich would he 
definitely classed as a Federal source of revenue. According to the figures 
placed before the Peel Committee, the amount of income-tax so allotted 
w-as roughly about 2-| to 3 crores of rupees, or only about 20 per cent, of 
the balance remaining after the allocation of the Corporation Tax to the 
Federal Government. 

Under the 'White Paper scheme, the portion of the income-tax to he 
assigned to the Federation has been fiixed at not less than 25 per cent, and 
not more than 50 per cent, of the net proceeds, the exact p>ercentage to be 
fixed by a committee jiast before the inauguration of the Federation. 

Since the Percy Committee have definitely found that the pre-Federa- 
tion debt of India is covered by the assets to be transferred to the Federal 
Government,, there is no justification in theory for the assignment to the 
Federal Government of any portion of the personal income-tax paid by 
the residents of the Provinces, since no corresponding tax on incomes will 
be paid by the States. Any such proposal would have serious political 
repercussions, for an economic issue of this sort might determine the line 
of party cleavage in the Federal Legislature. It would be very deplorable 
-'if at the very inception of '.'.the new; constitution the representatives of 
British India and those .States were ranged in opposite 

camps in the Federal Legislature-', ■ ' 

(3) in Proposal LST, it ir stated '/that^ ‘the Federal Legislature will be 
' enipowered'to assign the salt. '4ntyf:the /Federal excises and the export duties 
in acwd'ance,i with; such ..schemes' as it may 'determine ’b 

T4i. onrvml n.!!! ..vTL J! K ^ file b'^'SlS 
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of iDopuiatioji or acoording .to s-oine . other method that \\wild iiot . 
possible the exercise, of administrative control over the units of the 'Pede.ra- ...■. 
tion. In other .words, the selie.mG of distribution should not be. interpreted' 
as includin.g graiits-iii-aid as an instrument "of .control. . 

(4) There siiou.ld be' .a provision .in. the..'Cdn.stit.iition' A.ct' for . the' .appoint-"'.', 
nient liy the C4overnor-Genera!'.of ,a conimittee ■ (say, three'.' years 'waiter ^ the 
Federation has hegun.to function) to institlite' an .inquiry intO' the financial*.^ ' 
conditions of tliC' Federation ..and .of -.the. .B.ritish'' Indian. Provinces . and to'.: 
inaho recoiniiiendatioiis for the. allocation '..of ' the- income, tax .to the ProviiiGial. 
units according to a tinie-tahie.- 

Puhlic Serinees* 

30. No part of the 'Wliite Paper proposals has caused more dissatisfaction 
in liulia than the provisions relating to the Public Services. Before we 
indicate our views on these provisions, we, may draw the attenticui of tlie 
Committee to certain features of the duties and coiulitTOus of service, par- 
ticularly with referenee to the key Service, namely, the Indian Civil Senwice. 
The Covenant or contract signed by a member of the Indian Civil Service 
imposes many obligations on him, but confers hardly any rights or privileges, 
which have all been granted eiilKU' l)y Statute or Vy rules, such as the 
Devolution Rules and the Classification Rules. The salaries and other eoii- 
ditions of service have been varied from time to time and are still subject 
to variation by the Secretary of State in Council. The duties and functions 
of this Service have also undergone considerable changes. Originally the 
Collector and Magistrate w'as a fiscal officer, a revenue and crinsinal judge, 
tlie local head of the police, Jails, education, municipal and sanitary depart- 
ments, Oudng to the incroaso of specialisation by the creation of new 
departments, transfer td certain departments to the direct control of the 
ImperiaJ Covornment. do-officialisation of local authorities and other jHlminis- 
trative cliangos due to the introduction of the Montagu -Chelmsford reforms, 
his duties have been considerably restricted, but lie continues to be tin? 
administrati%’'e head of the district, whose principal functions, apart from 
the collection of revenue, are the maintenance of law and order and the 
co-ordination of the work of the different departments of Government in the 
district. Many of the higher administrative appointments and almost all 
tho higher secretariat appointments in the Provincial Governments and in the 
Government of India are reserved for the members of this Service under the 
prescD t Co n si. i tu i i o n . 

31. According to the White Paper scheme, the Secretary of State* .will com 
tinue to recruit on the present basis for the two key Services, iiamcd^, the 
Indiari Civil Service and the Indian Police. There is to he a statutory 
inquiiy after a period of five years after w'hich Parliament will determine on 
wlmt basis future recruitment should be made. ■ 

Very strong ohjoetioii has been taken in India to this part of the schemo 
which is, it may be noted, not in accordance with the recommendations of the 
Services Sub-Committee of the Round Table Conference. We consider tha.t, 
after the passing of the Constitution Act, recruitment for the Central Services 
should be by the Federal Government . and for the Provincial Bervices, 

■ including the Indian Civil 'Service and the -Indian Police, should Im by the 
Provincial Governments, who should have full poww to determine the pay 
Mid other coadiiions of service for .future recruits and also the proportion 

*- Wherever the word * Indian ’ is used, it includes " Statutory Indians/ 
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of Europeans that slioukl he recruited.* We give IjgIow some statistics, 
necessarily based on certain assumptions, as to the number of European 
officers that would remain in service even .if recruitment were completely.. 


stopped in 1935: — 

Indian Ciml ■ Indmn> ' 

Service, FoUce. 

(11 Total sanctioned strength 1,225 OSS 

(2) Present strength (on 1st January, 1932, 

.'latest figures available) ... ' ... .... 1,308. ... . 680' 

(3) Number of European officers at present 

(1st January, 1932) ... ... ... 843 528 

(4) Number of European officers if recruitment 

were stopped in 1935 — 

(a) in 1935 762 498 

{h) ill 1940 632 443 

(c) in 1945 502 388 


There would thus be a very substantial European element in the two key 
Services for another generation, even if European recruitment w-ere eonv 
pletely stopped after the passing of the Act. The proposal that a statutory 
inquiry should be instituted after a period of five years is open to very 
strong objection. The of European recruitment cannot be con- 

sidered in isolation. It is very closely connected with standards of adminis- 
tration, the state of communal feeling and other factors which are of a very 
controversial nature and raise political issues. Any such inquiry even of an 
informal, nature would, therefore, have a grave disturbing effect .qu the 
political atmosphere and would seriously affect the relations between ""the 
Services and the Legislatures. 

32. We now proceed to deal ivith the existing rights of -officers ajipointed 
by the Secretary of State in Council which are to be guarantee] by Statute. 
We may say at once that we have no objection to the proposal that the pen- 
sions, salaries, and the privileges and rights relating to dismissal or any 
other form of punishment or censure should, in the case of the existing 
members of the All-India Services, be fully safeguarded by the Constitution. 
W"e consider, however, that the Governor-General in his discretion (not the 
Secretary of State in Council) should be tbe statutory authority for the 
protection of these rights and privileges. W^e realise that the Governor- 
General acting .in his discretion is responsible to the Secretary of State, and 
that constitutionally thei'e would he very little change. Indian public 
opinion, however, attaches great importance to this formal change, which 
would be more in keeping witb the rest of the Constitution. 

To meet the reasonable, demands made by the Services Associati-on we are 
prepared to go further and agree to the following concessions: — 

(1) .Although the members of the All-Indian Services, appointed after 
the commencement of the Government of India Act of 1910, are not 
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33. Orir objection is mainly to the rights and privileges which operate as 
restrictions on ministerial responsibility. We foresee many admiTiistrative 
cleveiopments. W^e therefore consider that- there sliotild be no restriction on 
the Ministers as regards postings, allocation of work, reorganisation of ser- 
vices and functions, and other matters which relate to the enforcement of 
policy and the efficiency of administration. The Ministers slioiild also have 
tlie power of abolishing individual appointments now held by members of the , 
All-India Services, subject to right of compensation in certain cases on the 
lines indicated in the evidence of the Secretary of State. 

34. Wc see no jiistilleation for the proposal to exemxit from iiicomc-taN tlm 

'•pensions of retired officers of the All-India Services. Any such exemption 
•would not benefit the retired officials resident in Great Britai-ii or Northern 
Ireland who are subject to the British income-tax and wffio come within the 
scope of tlie double income-tax arrangements. Wdiethcr India le\'ied an 
income-tax on pensions or not, they would continue to pay income-tax at the 
British rate. The only x>ersons who would be protected are the retired 
officials who have settled in foreign countries in order to evade the Britisli 
income-tax. do not think that these officers deserve the sympathy of 

Parliament or that ain-^ special constitutional provision should be made for 
their benefit. 

The question is not, in fact, connected with aorvioe rights or privileges, for 
retired British officials in India are subject to Indian income-tax. The 
matter is one for ncljnstmenfe between the British Treasury and the Indian 
Government, if the latter decided to remove the present exeniptimi. 

It is possible that, owing to the fact that under the Todmn incomo-lnx 
Xirovisions no exemptions are given for families, in a few cases the British, 
rate might he lower than the Indian rate of income-tax am] that a feiv 
retired officials in Great Britain and Northern Ireland would therefore 
become subject to a higher r.ate of tax. To avoid any hardship in this com- 
pnratively small numbor of cases, we would have no objection to any arrange- 
meiits under which retired officials in Great Britain and Northern Ireland 
wMuld continue to pay income-tax at the same rate as at present. 

Appomtmeni of Goveriiors. 

35. We strongly feel that the Governors of all the Provinces should under 
the new Constitution be selected from amongst public men in Great Britain 
and hi India. Members of the permanent services in India, whether retired 
or on active service, sliould be excluded from these high appointments. 

Aufmnaiic Growth of the Conatitufion, 

36. The ‘Simon CommissioB declared that one of the most important 
principles which should he horn© in mind in considering the constitutional, 
proposals W'UB that the new Constitution should as far as possible contain 
ivithiii itself provision for ite own development. As the Commission 
observed— 

It has been a diaraeteristic of the evolution of responsible govern- 
ment in other |iarts of the British Empire that the details of the 
constitution have not been exhaustively deined in Btatu'tory language* 
On the contrary, the cemstitutions of the self-govetning parts of the 
British Empire have developed as the result of natural grcnvtli, and 
. progress has depended not so much on changes mad© at intervals in tli© 

. language of an Act of Parliament as on the development of conventions 
, ' ;V and on the terms of instructions issued from time to time to the Crowids 
representative.” ■ 
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Tlie Prime Minister’s declaration which we have quoted in the introductory 
paragraph of this memorandum also states clearlj^ that — ■ 

“ In such statutory safeguards as may be made for meeting the needs 
of the transitional period, it will he a x)i’imai’y concern of His Majesty’s 
Government to see that the reserved powers are so framed and exercised . 
as not to prejudice the advance of India through the new constitutiorj 
to full responsibility for her own government.” 

We recognise, however, that Parliament cannot now, once for ?a]l, 
completely divest itself of its ultimate responsibility. "We make no detailed 
proposals as regards this subject, but indicate our view^s in the foUow-ij^o. 
propositions: — 

(a) The machinery to be provided in the new Act for the fur’liier 
constitutional advance of India should not involve an inquiry suclq 
that conducted by the Simon Commission. j 

(h) The Constitution Act should definitely give the power of initialing 
proposals for constitutional changes to the Indian Legislatures. E^ueh 
proposals should be required by Statute to be placed before Parlian^ent 
in appropriate form through the Secretary of State. 

(c) The constitutional procedure required for implementing thes^e ■^pro- 
posals should not, except in a few strictly limited cases, involve 
Parliamentary legislation. 

(d) Provisions analogous to those of Section 19A of the present Govern- 

ment of India Act should be inserted in the new Act for the purpose 
of facilitating the devolution of authority by Parliament to th-b Indian 
Legislatures. ■ . ' 

Our proposals are intended to secure that the process of further ’l^nsfer 
of responsibility shall be continuous. We recognise that during an' ^^/itial 
period, which in our opinion should not exceed ten years, certain provisions 
of the new Constitution must remain unaltered. We cannot, however; too^ *' 
strongly impress upon the Committee that unless the new Constitution brinrys 
the realisation of a Government fully responsible to the Legislature wit^n 
sight and its provisions are so framed as to render possible further con^i^p 
tutional progress by the action of the Indian Legislatures, political activ;ij^y 
outside the Legislatures will continue to absorb important sections of ti ]^0 
politically-minded classes in India. \ " 

37. We have not in this memorandum attempted to exhaust all the issu|eg 
which the WHiite Paper proposals raise. On the points, ■which we have 
specifically dealt with in the preceding paragraphs, we have expressed orlj. 
opinion either individually or collectively in the course of the discussion jg 
or in the course of the cross-examination of the Secretary of State. 


Secretary^ ' ' ' 

; British Indian, Pelegation. 

't 17th Noyember^;' 1938. ' ■ . • . 


Abd^ur ’Eahim. 

M. Jayakau. 

H.::S. ;GonE:.:;: tv 

: Shaeaat Ahmad Khan. 

;v AyyH.; vGApsiNAyi.'; 

, '''Bbcibozb;^ ;:Sbthn| . 

Henry Gidney. : 

B. E. Ambbdkar; 
Zaerijlla Khan. ■ ' : 

N. M. Josm. , 
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APPENDIGES.^ 

Appendix' A. t ; 

1. Ill tliis section we, propose to deEl; with the more imijortant general, 
criticisms directed against the basic' strncture of the White Paper Scheme. - 
We summarise below the principal points which have been raised in the 
evidence of critics siich as ■■ Sir ■ Michael . O’Dwyer '' and Mr. '. Winston 
Churchill and in the newspaper campaign that has been carried on in this 
country for some tiine. 

(a) The proposed All-India Federation is not an organic growth but 
an a rtihciai creation. 

(b) The federal idea, which is an abstraction with no roots in the soil, 
was precipitately accepted by the Princes in their anxiety to safeguard 
their future which they thought was threatened by the 1929 declaration 
about Dominion Status. 

(c) The Provinces must first become political entities before the neces- 
sary conditions for bringing a federal constitution into being can arise. 

(d) There has been a sensible deterioration in the services transferred 
to responsible Ministers under the Montagu-Chelmsford scheme. There 
should, therefore, be a further period of probation during which all 
the Provincial services,, except Law and Order, should be transferred 
subject to certain restrictions and safeguards. 

(e) The transfer of all services, except Law and Order, in the 
Provinces would give the Indian responsible Ministers complete control 
over the administration and development of all the nation-building 
services and there should be no Central responsibility until and unless 
this experiment has proved a success. 

The Evolution of the Federal Idea. 

2, The use of the expression. All-India Federation ” in connection with 
the constitutional discussions has inevitably suggested analogies which are 
based on the genesis of feeder a tions in other parts of the Empire, in Europe 
and America, and which, as explained in paragraph 6 of the Introduction 
to the White Paper, are not applicable to the peculiar conditions under 
which the Indian constitution has evolved since G-reat Britain accepted 
responsibility for the government of India. The first three criticisms 
referred to in the last paragraph have a special appeal to British politicians 
who sire accustomed to a gradual and natural growth of political institutions 
and have an almost instinctive abhorrence of novelty or idealism . in con- 
stitutional schemes. To answer these criticisms effectively it would be neces- 
sary to describe in some detail the various stages, spread over a period of 
70 years, in the evolution of the present administrative and constitutional 
machinery of India. The Montagu-Chelmsford Deport and the Simon Com- 
mission Deport have described the process at some length and we shall merely 
dra:w the attention of the Committee to the principal features of India’s 

* Sir Henry Gidney is not a signatory to these Appendices, 
t Some of the Members of the Delegation were not able to examine the 
Appendices in their final form. It must . not therefore be assumed that all 
the Delegates have endorsed every one of the statements in the Appendices, 
though they all accept the conclusions in Part I, subject to the dissents noted 
'in 'a few cases. 
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const itiitional development which have a direct bearing on the criticisms 
referred to in tbe last paragraph. 

3. The principal features of the Montagu-Ohelmsford reforms were: — 

(a) The demarcation of the Central and Provincial spheres of adminis- 
tration and legislation by aneans of a classification of subjects. 

(b) An almost complete .separation of the sources of Provincial and 
* Central revenues and the definite recognition of the financial autonoiny 

' of the ' Provinces. 

(c) A preponderant non-official majority at the Centre as well as in 
the Provincesj based on a widely elected franchise. 

(d) Hesponsibility of the Executive to the Legislature in respect of 
certain subjects in the Provinces. 

The degree of Provincial autonomy (we use the expression here in the sense 
of freedom from control by the Central authority) attained under this system 
has not been generally recognised. The Central Government does not now 
exercise any control over Provincial expenditure except in respect of 
certain matters afiecting All-India Services. The budgets of Provincial 
Governments are not submitted either to the Government of India or to 
the Secretary of State for approval before they are presented to the 
Provincial Legislatures; and Provincial solvency is ensured only by the 
indirect method of control over provincial borrowings which, it may be 
noted, has been retained under, the White Paper scheme. 

As regards the administration of the transferred subjects, there has been, 
of course, little or no control by the Central Government, but even in 
respect of the reserved subjects, the Government of India have in accordance 
with the recommendations of the Joint Select Committee of 1919 refrained 
from interference, except perhaps in the domain of Law and Order, where 
intervention has been more frequent owing to 'subversive movements extend- 
ing over tlie whole of India. Mainly as a result of the financial independence 
conferred on the Provinces, Provincial autonomy has already become an 
accomplished fact, and provincialism has found expression in the Central 
Legislature even through official representatives in a form which the 
Central Government have often found extremely embarrassing. 

4. The subjects classified as Central under the Montagu-Chelmsiord reforms 
are more or less the same as those assigned to a Federal Government in 
w^estern countries. A Central Government which dischargee all the functions 
of a Federal Government elsewhere is thus already in existence. Central 
legislation does not, of course, apply to the Indian States, but the range 
of matters in which the States have realised their solidarity with British 
India is very extensive, and, as we shall show presently, by means of 
treaties, conventions, and usage a very close association with* the Indian 
States in the sphere of administration has already been established. 

(a) Defence and Foreign Affairs, 

As regards Defence,, the Indian States are guaranteed security from with- 
out and they share with British ' India the obligation for common defence. 

. The external affairs of . the States- are also entirely in the hands of the 
Government of India and Indian States are for international purposes in 
exactly the same position as .British, India. “An Indian State cannot 
hold diplomatic or other oftcial intercourse with any foreign power. India, 
course, is a member '.of, -ihe, League of Nations and at Geneva is repre- 
as a unit by a' delegation; lyhich in practice includes the ruler of ’an 
Indian State J,*' ^ , 
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(b) Baihvays, 

The Government of India have complete control over the Indian railwa 5 ’s, 
one-seventh of which rnii through Indian States. In respect of the strips 
■of territory over which the railways run in the Indian States, the Indian 
States have in most cases ceded civil as well as eriminai jurisdiction. In 
addition to the British Indian, railway system, .many States have their ov/n 
railways which they themselves administer and control, but there is a eon-* 
siderable measure of control exercised by the Railway Board even in respect 
of these railways. They are subject to ineiiection by the Government of 
India and they generally follow the rules and regulations prescribed by the 
Railway Board,' . 

(c) Currency. 

Only eight out of 652 States have their own currency, but the currency 
and exchange policy has always been determined by the Government of India 
for the whole of India including the Indian States, for apart from other 
factors, economic necessities have forced the Indian States to adopt the 
currency policy of the Government of India. 

(d) Posts and Telegraphs. 

637 ont of 652 Indian States have already accepted postal unity, i.e., they 
have agreed to the States being considered for postal purposes as part of 
British India and have accepted the administration of the Indian Posts and 
Telegraphs Department in respect of post offices wdthin their boundaries. 
Out of the remaining 15, five have conventions under which they use British 
Indian stamps over-printed with the name of the State. 

(e) Customs. 

The States are not consulted in regard to tariff or customs policy, which 
under the Fiscal Convention is determined by the British Indian Central 
Legislature and the Governor-General in Council, and customs duties levied 
by the Government of India have, of course, affected the whole of India 
including the inland States who form the vast majority of the Indian States. 
Indeed, the question of maritime customs has been the subject of acute 
controversy during recent years, and the federal process has been carried so 
far that, in the opinion of the Butler Committee, the States have a real and 
substantial grievance which calls for remedy. 

(f) Scientific Departments. 

These subjects do not raise any conti'oversiai issues since the results of 
departmental research are available for British India as well as the Indian 
States. It may be noted, however, that in regard to one of the most 
important of these Departments, namely, the Council of Agricultural 
Research, the Indian States have got definite representation though on a 
voluntary basis and some of them have actually made substantial contribu- 
tions towards the expenditure of the Department. 

(g) Taxes. 

In regard to customs duties and the salt duty which contribute the bulk 
of the Central revenues of the present Government of India, the burden is 
shared by the residents of Indian -States as well as those of British India. 

5. It will be evident from the preceding analysis that in the domain of 
administration the process of federalisation has gone very far indeed, ^ In 
respect of almost all the subjects to he classed as federal under the new 
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coiistitiition, namely, Defence,- Foreign Affairs, Gnrreiicy, Excliange, Bail- ' 

' ways, Posts and Telegraplis., etc., there is now a common policy applicable 
to British India as well as the Indian States, determined by the same 
authority, namely, the Governor-General in Council, who, in the case of 
British India exercises his powers under the Government of India Act, and, 
in the case of the Indian States, acts as the agent of the Crowm. There has, 
how’ever, been no parallelism in the political development of the two halves 
rof India. The Central Legislature which exercises a powerful inhiience on 
governmental policy (and in the case of the tariff actualh- determines the 
policy under the Fiscal Convention) contains an overwdielming majority of 
elected non-officials from British India hut has no representatives of the 
Indian States. Administrative unity and the greater opportunibies afforded 
■to British India of influencing policy have necessarily given rise to a demand 
for a closer association of the Indian vStates wdth the Central Government. 
Many of the proposals that have been discussed in the past but wdiich did 
not actually materialise are referred to in the following passage from the 
Montagu-Chelmsford Report : — 

Lord Lytton's pi’oposal to constitute an Imperial Privy Council 
which should comprise some of the great Princes resulted only in the 
ephemeral and purely honorific body knowm as the Councillors of the 
Empress. Lord Bufferings institution of Imperial Service Troops was 
of much greater value in giving actual and useful expression to the 
feeling of community of interests. Lord CurKon’s plan for a Council 
of Puling Princes and Lord Minto’s schemes first for an Imperial 
Advisory Council and then for an Imperial Council of Puling Princes 
were suggestions only a little in advance of the time. The idea which 
attracted his two predecessors gained fresh life as a result of the 
conferences which Lord Hardinge held with the Princes to consider 
questions of higher education in the States. Lord Hardinge made no 
secret of his desire to seek the collective opinion of the Princes as trusted 
colleagues whenever possible on matters affecting their Order; and in 
responding to His Excellency’s invitation. Their Highnesses the 
Maharajas of Gwalior and Indore also laid strevss upon the essential 
identity of interest between the two halves of India. Lord Chelmsford 
carried the system of conferences further by utilising them for the 
purpose of discussing general questions affecting the States as a "whole; 
and His Highness the Gaekwar in w^elcoming the new development 
expressed the hope that what had by that time become an annual con- 
ference wmiilcl develop into a permanent Council or Assembly of Princes. 
Moreover only last year the claims of the States to he heard in matters 
of Imperial concern were signally recognised by the deputation of His 
Highness the Maharaja of Bikaner to the meeting of the Imperial Con- 
ference and the "War Cabinet.” 

A® a result of the recommendation made in the Montagu-Chelmsford Report, 
the Chamber of Princes wlus set up in February, 1921, It is not an executive 
body and its functions are mainly deliberative, consultative, and advisory. 
It advises tbe Viceroy on questions referred to him and it also proposes for his 
consideration other questions affecting Indian States generally or -which are of 
: concern either to the Empire, as a whole or to British India and the States in 


The enormous increases in .customs duties since the introduction of the 
reforms and establishment , of ; the Fiscal Convention, which, as we noted, 
introduced a ineastire df/re^pdhsihility.in respect of tariff policy, have tended 
^tp ..'intensify the demand -for a'^pipserf' association of the Indian States with the 
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Government of India. As the Butler Committee have pointed outj during 
Lord Eeading’s viceroyalty a proposal was drawn up .for the establishment of a 
Zollverein^ an important feature of which was the association of the repre- 
sentatives of the Indian States with the Indian Legislature in the determina- 
tion of policy. . , ^ ■' 

Indi\ddual Princes even before the publication of the: Simon ' Commission 

S.e])oru made no secret of their desire to .associate themselves wdth Britisli 
India in a common federation. The following extract from a speech delivered 
by the Maharaja of Bikaner in 1929 is quoted in the Report itself : — 

I look forward to the day when a United India will be enjoying 
Dominion Status under the aegis of the King-Emperor and the Princes and 
States will be in the fullest enjoyment of what is their due — as a solid 
federal body in a position of absolute equality with the federal provinces 
of British India.” 

6. The federal idea, i.e., the desii’e of the Princes for a closer association 
with British India for the determination of a common policy in respect of 
matters of common concern, is thus not of recent origin. It is the logical 
and inevitable result of forces which have been at work for over 70 years. If 
we rid our minds of notions and analogies suggested by the evolution of 
federations elsewhere, it will he clear that the White Paper scheme provides 
for little more than the formal association of the Indian States in an adminis- 
tration which has already been almost completely federalised, but has been 
influenced predominantly by British India. The scheme is, therefore, not an 
artificial creation but is a natural development of the policy announced in the 
Declaration of 1917. It was definitely foreseen and provided for by the 
authors of the Mon tagu-Chelmsford Report, as is evident from the following 

^extract ' 

The gradual concentration of the Governments of India upon such 
matters (Defence, Tariffs, Exchange, Railways, Posts and Telegraphs, 
etc.) will, therefore, make it easier for the States while retaining the 
autonomy which they cherish in internal matters to enter into closer 
association with the Central Government if they wish to do so. But tbough 
we have no hesitation in forecasting such a development as possible the 
last tiling which we desire is to tend to force the pace. Influences are 
at work which need no artificial stimulation. All that we need or can 
do is to open the door to the natural developments of the future.” 

7. From this brief survey of the administrative and political developments 
in India, two conclnsions emerge ; — 

(a) As a result of the rigid demarcation of Central and Provincial sub- 
jects and in particular of the complete separation of the sources of Provin- 
cial and Central revenues, Provincial Autonomy is for all practical 
purposes an accomplished fact. 

(b) In respect of the subjects to be classed as Federal under the new 
constitution, the administration has not only been centralised so far as 
British India is concerned but has actually been federalised. In other 
words, in the domain of administration the federal process is almost 

complete. 

These two features of the Indian constitutional and administrative machinery 
furnish an almost complete answer to the criticisms based on the analogy of 
the growth of western federations. The conditions under which a federal con- 
stitution is emerging in India are fundamentally different from those which 
, existed in Australia, Canada, the United States of America, and Germany 
before they adopted a federal constitution. In all these countries there 
existed a number of completely independent States which had control over 
their defence, their fiscal policy and aU the subjects which are normally classed 
as federal. The necessity for a common defence and the economic advantages 

^ ^ ha - ; 
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■ of ■& customs union or a -coininon tariff wall were tlie two pow’-erful forces w'liicli , 
drove tlie States into a federal union. The British Indian Brovinces .can never' 
be in the position' in wdiich the States of the western federations were, for nO' 
scheme that we know of has ever suggested the devolution of central authority 
on a scale which -would make the Indian Provinces responsible for their own 
defence or their customs policy. 

^ The problem in the ease of the other federations was to bring into existence 
a common administration and to devise a constitutional system suitable for the 
administration of certain subjects on a federal basis. The task of the con- 
stitutional experts in respect of India is not tlie creation of a federal adminis- 
tration but merely the adaptation of the present constitution to suit the 
necessities of an administration which has been almost completely federalised, 
hut which is influenced by one section of India. With all respect we venture 
to point out that the argument urged by the Simon Oommission and the 
critics who have objected to the constitution of a federation simultaneously 
with the creation of autonomous provinces has no relevance to the Indian 
problem which confronts Parliament now. 


iif 


i,’ 

I 


DeterioraMon in Services. 

8. We must now deal with the charge that there has been a sensible 
deterioration in the services transferred to responsible Ministers under the 
Montagu-Cbelmsford scheme. This assertion has been made by Mr. 
Churchill before the Committee and forms the basis of a great deal "of the 
press propaganda in this country. When Mr. Churchill was asked by Sir 
John Wardlaw-Mihie to justify the statement^ Mr. Churchill refused to 
develop the subject further since '' it would be painful to his Indian 
friends.” 

Though Mr. Churchill declined to give the source of his information or 
the facts on which he based his conclusions, he explained that the deteriora- 
tion he referred to was not in respect of personnel but in respect of the 
services rendered to the people. The only specific instances of deterioration 
that have been cited by the opponents of reforms in India are cases of 
embezzlement of money in municipalities, corruption in some of the Services, 
the supersession of two major Municipal Boards in Northern India, and the 
growth in the arrears of municipal taxes in different Provinces. The 
principal Services transferred to ministerial control in the Provinces under 
the Montagu-Ghelmsford reforms are: — 

(a) Communications. 

(b) Education. 

(c) Medical Relief and Sanitation. 

(d) Agriculture and Industries. 

(e) Local Self-Government. 

9. Communications , — As regards communications, it is universally acknow- 
ledged that there has been a tremendous improvement in the condition of the 
roads. We do not claim -fhat the improvement is solely or even mainly due 
to ministerial direction.. The , greater interest shown in rural communiea- 
tions as a result of the pressure exerted by rural representatives in the 

,, Provincial Councils, the requirements of the rapidly developing motor 
traffic, the constitution of an AlUndia Road Board, financed by means of a 
:VV.", tax on petrol, and other factors-,, have :aH contributed to the very striking 
'^’4, development in regard _ to ’transport'- facilities in India. Indc-ied, as Sir 
■h'' 'Charles Innes has pointy ;dut.'in4his ’evidence, the emergence of the motor- 
. bus which now reaches remote' viBageh has hean one of the’ important factors 
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that have contributed to the growth of political consciousness in rural areas 
and to the magnitude of the mass movements that have been a feature of the 
political agitation during the last decade in India. 

10, Education . — In the following statement the number of educational 
institutions and the number of students attending them in 1921-22 an^ 
1929-30 are, given' for comparative purposes. 


Number of Institutions. 

Percentage 



19121-22. 

1929-30. 

Increase. 

(1) University Colleges 

231 

313 

35*50 

(2) Secondary schools 

8,987 

13,152 

46*34 

(3) Primary schools ... 

... ... 160,072 

204,094 

27*60 

Number of Students. 



(1) Universities. 




(a) Boys 

58,066 

94,025 

61*93 

(b) Girls ; 

1,529 

3,141 

105*43 

(2) Secondary schools. 




(a.) Boys 

1,110,360 

2,009,181 

80*95 

(h) Girls 

129,164 

237,027 

83*51 

(3) Primary schools. 




(a) Boys 

5,111,901 

7,332,678 

43*44 

(b) Girls 

1,198,550 

1,891,406- 

57*81 

The statement shows a very 

striking development in all classes 

of educa- 


tional institutions. Particular attention may be drawn, to the large number 
of students at the Universities. The figure for 1929-30 was nearly 100,000, 
and it has enormously increased since then. This figure is of particular 
interest with reference to Mr. ChurchilPs statement that the xiroportion 
of the intelligentsia in India is probably smaller in proportion to the 
amount of the population than in any other community in the world — far 
smaller than the proportion in Western countries Though the proportion 
of literates in India is cO'mparatively very small, the number of those who 
have received, higher education is astonishingly large. We have not been able 
to get accurate statistics as regards university education in the principal 
countries of Europe, but we believe we are correct in stating that the 
number of students at the universities in British India is not only absolutely 
but relatively to the population greater than in some countries in the West. 

: i 11. Medical Relief and Sanitation . — The -developments in these Depart- 
ments, as the figures given below show, have been almost as striking as 
in the ease of Education. The organisation of an efficient and fairly wide- 
spread agency for the prevention of epidemics has been a feature of the 
sanitary administration of many Provinces,. 
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Medical and Pdblio Health. 
Expenditure (in crores of rupees). 


(1) Frovincial. 


Fercentage. 


, (a) Medical' ... . ' ... 

(h) Public Health ,■ " ... 

(2) . Municipalities."^. . 

(a) Medical ' ..i ' ... ■ ' ' ... 

(h) Water supply, drainage and 
conserTancy ... 

(3) Local Boards. 

Hospitals and sanitation 

* Figures relate to 1920-»21. 


1921-22. 

1929-30. 

increase^ 

,2-85 

4-06 

42-45, ■ 

■, 1-41 

2*62 

85-81 : 

-67^*' 

•93 

38-81. 

4-28'*'' 

5-84 

36-44 

1-09 

2-02- 

85-32 


Number of hospitals and patients treated. 


1920. 


Fercentage 
1929. increase. 


I. Hospitals 

(1) -State 407 546 34-15 

(2) Local Authorities ... 2,655 3,807 43-39 

II. Number of patients treated 36,342,417 54,132,152 48-95 

12. Agriculture and Industries . — It is difficult by means of statistics to 
indicate the improvements that have been introduced in agricultural methods 
by governmental action. For a detailed description of the activities o-f the 
Provincial Departments of Agriculture and of the Central Board of Agricul- 
tural Besearch, which was established as a result of the recommendations of 
the Linlithgow Ooniniission, we must refer the members of the Committee 
to the official reports that are published annually. We may, however, give 
, here one instance of the results achieved by the application of scientific 
research to agriculture. The imports of sugar into India until very 
recently were so heavy that the customs duties levied on sugar jitlded 
Es.10'7 crores in 1930-31, i.e. nearly 23 per cent, of the total ciistt^nis 
revenue and over 10 per cent, of the total net revenue of the country. 
Owing to the introduction of improved types of sugar cane and the levy of 
, protective duties, the production of sugar is growing so rapidly that it is 
, estimated now that India will be completely self-supporting as regards sugar 
within the next three or four years. 

The astonishing development of industries in India is generally admitted 
and in fact has caused some alarm in foreign countries. It is, therefore, 
unnecessary for us to give -any figures, nor do we claim that this develop- 
ment is due to ministerial action in the Provinces. As we shall have occasion 
to state in a subsequent section of this memorandum, it is only the Central 
Government that can, create the conditions necessary for the development of 

13. Local. 8 elf -Government . — ^The principal services entrusted to local 
' authorities in India are rural communications, elementary education, medi- 


the wlioie tlb«r6 has been a marked , developnieiit. Empliasis has, however, 
he^ laid- not so anich oh lijo <iev€io|>inonlf of ■fee services entrusted ■to the 
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care of these aiitlioritieSj but rather on the alleged irregularities and cases of 
maladministration in some of the Provinces. We do not, of course, deny 
that there have , been several failures, . but such failures are, as the Simon 
Conimissioii have XDointed out, in no, way peculiar to India, and “ they can 
be paralleled at various times in countries' with a far greater experience of 
.representative institiitioiis.’'^' ' Nor have- 'they been confined in India to the « 
Transferred Departments. There has not been .in the history . of Indian 
admiiiistration during recent years such' a colossal failure as the .Bombay 
Back Bay Ileclamation Scheme, in which Lord Lloyd, who was then 
Governor, took a personal interest and which has imposed a very heavy 
burden on the finances of Bombay for many years. We would dra,w tlio 
attention of the critics, who have sought to draw inferences regarding the 
competency of Indian Ministers from a few failures in local self-goveimment, 
to the report of the Back Bay Enquiry Committee,* and also to the reports 
of the Central Public Accounts Committee, which have brought to light 
serious irregularities even in the administration of departments not 
entrusted to responsible Ministers. 

14. In the administration of local authorities since the Reforms, Indian 
Ministers have laboured under serious difficulties which can be traced 
directly to the attempts lo carry out in its fullest implications the recom- 
mendation of the Montagu-Chelmsford Report that “ there should be the 
largest possible independence for local authorities of outside control.!’ 
Before the Monlagn-Chclmsford Reforms, there was in India nothing that 
could be recognised as local self-government of the British type. The prin- 
cipal administrative change that was made as a result of this recommenda- 
tion in the Montagu-Chelmsford Report and its consequences have been fully 
described in the following passage from the Simon Commission Reportf : — 
The principal administrative change made, in every province except 
the Punjab, was the substitution of an elected Chairman in almost every 
district and municipality. This measnre, designed to carry out the policy 
of enlarging the sphere of self-government by removing official control, 
in fact did far more than this: it radically altered the constitution 
of the local bodies and their relationship with the Provincial Govern- 
ment. The official Chairman had not merely been the presiding member, 
but actually the chief executive officer of the Local Board. In adminis- 
tering its affairs, he had never been entirely dependent on the Board!? 
own staff. He combined in his person the authority of the highest 
revenue and the highest magisterial office in the district, and had in 
consequence at his command an army of other officials whose services 
he could and often did utilise in the discharge of his Local Board duties. 
His functions as Chairman of the District Board merely formed part of 
a varied complex the constituent part of which fitted in with, and 
simplified the discharge of each other. His revenue and magisterial 
work took him to every corner of his charge, and these tours served 
at the same time to keep him in intimate touch — without any extra 
expenditure of time, money or effort — with the requirements of local 
board administration. 

** It seems to have been expected that an elected Chairman should 
not only take the place of the District Officer as presiding member, but 
should also, without pay and in such time as he could spare from his 

This Committee was appointed in 192ff bjr the Government of India to 
enquire into the Back Bay Reclamation Scheme. It was presided over by Sir 
Grim wood Hears, Chief J ustico of the Allahabad High Court, 
t Para. 360, Yolume I, Simon Commission Report. 
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O'Wii affairSj'.be the chief ' executive 'officer of the Board, with sucli assist-^," 
ance as he might obtain from an ill-paid secretary, little better than a 
minute clerk, and from the technical officers such as the engineer and 

It is not, therefore, surprising that thei'e has been some loss of efficiency 
r in some of the Provinces. The principal defects of the system introduced 
on the recommendation of the Montagu-Chelmsford P^eport are, as has been 
pointed out by the Simon Commission : — 

(a) the absence of a class of skilled professional administrators who, 
while they follow, the policy laid down by the elected Tep.resentatives, 
are at once their advisers and the instruments whereby their decisions 
are put into operation^’; and 

(b) the absence of a general system of grants-in-aid which in this 
country have been found to be more effective instruments of control than 
the exercise of statutory powers by the Central authority. 

Political and ffnancial difficulties have stood in the way of reform in local 
self-government. The development of a system of grants-in-aid has been 
rendered impossible owing to the extreme ffnancial stringency in the Pro- 
vinces, for a grant-in-aid is every ineffective as a means of controllmg local 
authorities unless it is substantial. The difficulties as regards the provision 
of efficient executive officers for the local authorities have been partly 
political and partly ffnancial. The Collector of the district, who co-ordinates 
the, iwork of all Departments, is obviously the most appropriate executive 
officers for the District Board, hut so long as the Indian Civil Service is 
not completely controlled by responsible Ministers, political considerations 
will stand in the way of this important administrative development. The 
resources of the local authorities are quite inadequate for the employment 
of an executive agency as efficient as that which was under the control of 
the Collector of the district before the reforms. It may be noted in this 
connection that, as has been observed by the Simon Commission, wherever 
(as in Madras) a system of grants-in-aid subject to inspection has been 
adopted, there has been very little loss of efficiency. 

15. The difficulties of dealing with local authorities who have been given 
extensive powers, which in some respects are wider than those possessed by 
similar bodies in this country or on the Continent of Europe, will be 
appreciated by British politicians who are acquainted with the histoi'y of 
local self-government in this country in the first half of the 19th century. 
It is unnecessary for us to remind the members of the Committee of the 
formidable difficulties which Sir Robert Peel and other British statesmen 
had to encounter in the last century in reforming the police administration 
and other local services. Indian 'local authorities are very jealous of any 
interference with their newly-acquired privileges, and publicity is the only 
iweapo-n on which the Central authority can rely. The system of surcharge 
has during recent years been introduced- in several Provinces, and the 
stricter audit which is now in force discloses irregularities which in the 
pre-reform days never became public. 

The annual reviews of the administration of municipalities and local boards 
which az’c issued, it may be. noted, under the instruction of the responsible 
V'; Indian Ministers 'have also during xecent years been of a very critical nature, 
for. it' is' obvious that publio'-opimon'ffias -to- be created to some extent before- 
^ powerful and inffuential municipalities, spch'as Benares, can be superseded 
, - by an exercise the 'statutory : powers. It is the extracts from these 
previews that hate the- critics-' of the White Paper scheme with the 

material' for rtheix.^prfe^s.Jrhmgan'da'/v The following letter from Sir Alfred 
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Watson, wliicli appeared in the Times ’’ of 3rd June, 1933, summarises in 
a few sentences the true state of affairs: — 

“ Aliich is being made by those who oppose advance in India of 
extracts from the reports of the Provincial Governments on local self- 
govemment in India. These are held to- be the condemnation of Indian 
control of Indian ad-airs. The point seems to be ignored that local self- 
government is one of the transferred subjects in the hands of IndiaB 
Blinisters, and that all these censures are those of Indians upon the 
administration of their own people; that does not support the contention 
that Indians are indifferent to inefficiency or corruption in Government. 

The level of municipal government in India is low, and has never 
been anything else, bnt it is certainly improving under the watchful 
criticism of the Indians in whose hands its central control has been 
placed.^^ 

Central Besponsihility, 

16. We shall now deal with another contention which is the basis of the 
schemes put forward both by Mr. Churchill and Sir Michael O’Dwyer. It iias 
been suggested that a scheme of provincial autonomy without Central 
responsibility would give the responsible executive in the Provinces conti'ol 
over all the vital departments that affect the welfare of the masses and in 
particular o-ver the so-called nation-building departments, Mr. Churchill 
stated that the administration of these subjects in vast Provinces should he 
regarded by the Indian politician as “ a majestic task,” and that he would 
not be prepared for a further transfer of responsibility until and unless this 
great experiment proved a success. 

17. We deal elsewhere with the political and administrative objections to 
the reservation of Law and Order. Apart from political and other con- 
siderations, OUT assertion is that no Minister can accept real responsibility 
for the development of the nation-building services unless the policy in 
respect of Central subjects is also determined by a Ministry responsible to 
the people. The five principal nation-building services are; — 

(а) Education; 

(б) Sanitation; 

(r) Medical Relief; 

(cl) Industries; and 

(e) Agriculture. 

As regards the first two, it is generally admitted that the only impedi- 
ment in the way of rapid advance has been finance, for there has been no 
dearth of eithei' teachers or of qualified medical practitioners in India. As 
has been made abundantly clear both by the Hailey Memorandum and also 
by the evidence of eminent administrators like Sir Charles Innes, the finan- 
cial difficulty arises from the fact that the margin of taxation in now very 
small and the increased resources necessary for these services, can be pre- 
luded only by a revival and development of agriculture and industries. 

Now the princi|>al methods by .'which the Government can create the con- 
ditions favourable to agricultux’e and industries are: — 

U) Protective tariff; 

(ii) Development of credit facilities; 

(iii) Transport facilities. (This is of special importance in India 
since the railway system is owned and very largely managed by the 
State) ; and 

(iv) Maintenance of a level of prices favourable for the development 
- of industries and agriculture. (This,- of course, is dependent on the 

currency policy of the country.) 
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. Ill otlieiv words j tFe administration of tliese two departments is vitally : 
.' connected witlij and in fact dependent on, tlie policy of tlie , Gwernment ,of 
' India in respect of tlie tariff, banking, railways and currency, which are, of 
course, Central subjects. We venture to doubt whether the Minister of any , 

. ' country would be prepared to accept responsibility for the ' development ■ of ^ 
''■.'agriculture and. ' industries without control over, the tariff, exchange '.and',. .' 
^'currency policy of that 'Country. It will be the function of the Central 
. CovGriiment to create ■the ■conditions favourable for industrial. ;,ancl ' ,agri,cul- , 
turai development by a tariff and currency policy suited to the country and 
for the Provincial Governments to organise and build on the foundations 
laid. The prosperity of the agricultural classes, it is hardly necessary to 
point out, depends not only on the out-turn of their crops, but also on the 
prices they can secure for the commodities they grow. The results of 
laborious years of agricultural research and organisation might be completely 
destroyed by an unsound currency policy. It is superffuous, however, to 
labour the point at present when stabilization of currency and prices with a 
view to the revival of agricultural and industrial prosperity is a live issue 
in most of the countries of Europe and America. 

APPENDIX B. 

India’s Debt Position, 

1. The following statement shows the debt and other interest-bearing obliga- 
tions of the Government of India in England and in India, outstanding at 
the end of 31st March, 1933: — 


(a) In India 

£ Millio'7is. 

Bs, Crores. 

(1) Loans 


446*9 

(2) Other obligations (including 
Treasury Bills, Post Office Savings 
Bank deposits, Cash Certificates, 
etc.) 


258*5 

Total in India ... 



(b) In England 
(1) Loans 

315*6 

420*8 

(2) War Contributions 

16*7 

■22*3. 

(3) Capital value of railway annuities 

47*0 

62*7 

(4) Other obligations 

1*0 

1*3 

. . Total ill England ... 

380 *'3 

507*1 

Total in India and in England... 

Inter est-'Vielding or productive assets, 

(1) Capital chargeable to railways ... 


761*6 

. . Other assets including advances 

V'; to Provinces .... 


217*3 


1212-6 


: (2) Cash, bullion and securities in 

■ Treasury 

> : . (3) Baknoe of unproductive debt,, 
not covered' by Assets ^ 


1212-6 
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2. From this statement emerge two facts whicli are of tlie very greatesi- 
im porta lice to every Britisli investor in Indian sterling loans and which can- 
not be given too much prominence in the political controversy that is raging 

in this country. 

(1) In the iirst place it will be noted that five-sixths of India's debt is 
covered by productive assets, which are mainly State railways and irrigation 
works. We need hardly point out that the new constitution provides for# 
the establishment of a Statutory Railway Board with a view to the manage- 
ment of the Indian State railway system on commercial principles, nn- 
lianipered by political influences in the day to day administration. 

(2) In the second place it will be noted that the internal Rupee debt 
of India is nearly l-I times the sterling debt. An appreciable portion even 
of the latter is held by Indian banks, insurance companies^ and individual 
Indian investors. It is obvious that any measures of the future Government 
of India that would affect the stability of India’s finances or its credit in 
England would have serious repercussions on India’s internal credit. 

3. In this connection a word of explanation is required as to the com- 
position of India’s internal rupee debt. Industrial development and invest- 
ment are still in their infancy in India and the educated middle classes, as 
in France, invest a considerable I'lortion of their savings in Government 
securities, post-office savings hanks, post-office cash certificates and, in the 
case of Government servants, the Provident Funds. The following figures 
indicate the amazing growth of this form of investment, particularly during 
the last ten years : 



31sf March, 315;^ March. 


1923. 

1933. 


Bs, Crores. Bs. Groves. 

Post Office Savings Bank 

23-2 

42-6 

Cash Certificates 

3-1 

54-6 

Provident Funds 

364 

76-6 


We have no recent figures of the number of persons whO' have invested 
money in the Post Ofiice Savings Bank or the cash certificates, hut the Post 
Office Savings Bank depositors numbered 2,300,090 in 1929. The vast 
majority of the Government servants contribute a portion from their salary 
to the Provident Funds, and the number of persons who have invested in 
Post Office cash certificates also probably runs into millions. These figures 
are of very great political significance since as is well-known, the upper and 
lower middle classes are the very section of the population wffio are most 
politically-minded ” and among whom nationalist feeling finds expression 
in its most intense form. Any future Government of India wffiich by its 
financial indiscretions endangers the financial stability or credit of the 
country would he very short-lived indeed, since it w^ould have to meet the 
united opposition of ail these classes including the enormous army of 
Government ofiicers. 

4. We must now analyse the unproductive debt (or, as it is sometimes 
described, the unallocated debt, i.e. the portion of the debt not allocated 
to any productive assets such as railways) and attempt to discover the 
circumstances under which the present figure of Rs.207 crores has been 
reached. In 1914 and 1915 there was no portion of the interest bearing 
debt which -was not covered by actual assets.^' This statement requires 

* This is based on paragraph 32 of the Memorandum on the financial 
separation of Burma, prepared by Sir Henry Howard and Mr. Nixon. 
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some explanation, for tEose who are not acquainted with the mysteries -of ' 
..India’s accounting system. The figure of unproductive . debt is, as has been 
observed, from .the statement, in .paragraph .2^ arrived at by deducting from 
• the total debt of India the- amount which is allocated to railways and other - 
commercial assets. The amount debited to one of these commercial depart- 
' mentSj '.as for instance the railways^ represents the. capital actually expended ' 

' «on construction . irrespective -of w’’hether ■ the ■ amount . so spent wms found 
-from loan funds or from -current "revenues. . Thus^ when- a- portion -of the 
.surplus revenues was spent' on railway ■ construction - an. addition iwas made - 
--.to. -the: rail way debt ..and -a corresponding reduction made in the unproductive 
or unallocated debt. Similarly when sinking fund charges wexe provided 
for wiping out the whole debt including the railway debtj the wdioie of the 
amount was shown as a deduction in the unproductive debt (except the 
small portion wliich by Statute has to be applied towards the reducbioii 
of particular items of the debt). For instance, out of the 7 erores of rupees 
which are annually provided in the Government of India budget for re- 
duction or avoidance of debt, over 5 erores relate to the railway portion 
of the debt but in the actual accounts the railway debt remains stationary 
while there is a corresponding i-eduction in the unproductive debt. 


5. Two causes have primarily contributed to the gro^vth of the unpro- 
ductive debt since 19i4-lo. These are: — 


(a) The heavy deficits in the Indian budgets from 1918-23 amounting 
to Rs,98 erores largely caused by the abnormal defence expenditure 
after the Great War. 


(5) India’s enormous contributions towards the expenditure by Great 
Britain on the Great War. These contributions amounted to £146-2* 
millions at the end of 1919-20. This figure does not include the ex- 
penditure on various special war services which have been estimated 
at £57 millions up to the end of 1921-22. It includeSj however, the 
special .war gift of £100 millions which India gave in March, 1917, 
Of this sum of £100 millions, nearly £75 millions were raised in India 
by means of thej War loans in 1917-18, while as regards the balance 
the Government of India took over the liability for interest on an 
equivalent amount of the British Government "War loan. 


If India’s total contributions towards War expenditure and the interest 
paid on War borrowings had been utilised for wiping out the sterling debt, 
there would have been little or no sterling debt to-day, for a substantial 
portion of the debt was incurred before the War, when the rates of 
interest were very low. Until recently these pre-War Indian sterling 
securities were quoted at rates very much below par. 

We may incidentally refer ' here-' 'to the answer given by the Secretary of 
State to question No. 8406 put by Major Attlee. He stated that, out of 
the debt of £100 millions put up by India only about £16 millions were 
' now outstanding. It is true that out of the £26 millions, the liability for 
which the Government ot; India. 'took' over from His Majesty’s Government, 
only £16 millions are mw. outstanding, but it is not correct to say that 
. the sum of £76 millions Borroived in India by means of War loans has been 
repaid. The War" loans ’/iaxs^ ‘in’ the', years 1914-19 in India were in most 
cases short-term ' lo^ans 'which were ; converted ■ or repaid by fresh borrowings 
, in the " subsequent years/.'either ’ in' -Bugland- or in India. 


’ ' the figures'^giVen in this section -are taken from the official publication 
Indians comtrihtltibn to' the Cfkeat War!’-, pages 160 - 1 ^^ ~ 
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' . 1,' At the outset I consider it necessary to state, my. entire position in 
relation to' tlie White Paper containing the proposals on Iiidiaii Constitu-' 
tioiial. Reform.-' - Having worked at the three Round Table Conferences . 
between 1930 and 1932, and taking a broad view of the Constitutional 
question, the difficulties and . complexities of which I appreciate, . I have 
come to the conclusion, that no constitution which fails to satisfy certain 
essentials v/ill meet the needs of the situation in India, or rally round it 
a sufficient body of men willing to work it in the spirit in which it should 
, 'he worked. . 

2. In my opinion those essentials are: — 

(1) .Responsibility at the Centre, with such safeguards as in the 
interests of India may be necessary for the period of transition, to be 
established, soon after the passing of the Act, without prolonging the 
transitory provisions contemplated by paragraph 202 of the White 

,., ' Paper,' , ■ , ' ' 

(2) Provincial Autonomy with necessary safeguards for the period of 
transition. 

(3) The reserved subjects, viz.: the Army, Foreign Affairs, and also 
Ecclesiastical Affairs, to be under the control of the Governor-General, 
only for the period of transition which should not be long or indefinite. 

(4) A dehnite policy to be adopted and acted upon in respect of the 
Reserved Departments so as to facilitate their transfer to the control 
of the Indian Legislature and the Government within the shortest 
possible distance of time, compatibly with the safety of the country 
and the efficiency of administration in those departments. 

(d) The constitutional position of India within the British Common- 
wealth of Nations to be definitely declared in the Statute. 


All-India ., Federation. 

3. The great contribution of the first Round Table Conference in 1930 
was the evolution of the idea of an All-India Federation consisting of (a) 
the Provinces of British India and (b) Indian States, not as an ideal to be 
attained in a dim and distant future but as the basis of a constitution 
providing central responsibility to be set up as an immediate result of 
Pai-liamentary legislation. 

4. In certain quarters it has been suggested that the Princes, present at 
the first Conference, rushed into agreement .without clearly realising the 
implications of what they were saying and doing, and that during the time 
that has elapsed since their enthusiasm for the Federation has waned 
and. that many of them are now unwilling or hesitating to join it. No one 
has put forward this point of view more emphatically than Sir Michael 
O' Dwyer, in his written statement and oral evidence before the Joint 
Parliamentary Committee.,, 

The Federal idea was/’ says Sir Michael O’Dwyer, in 1930 welcomed 
by certain Indian Princes anxious to safeguard their future which they 
thoug'ht threatened by the 1929 declaration about Dominion Status: it was 
rather^ hastily accepted by the Government then in power and by repre- 
sentatives of the Liberal Party, in , the first Round Table Confei’ence as a 
possible means of securing the Central Government against control by the 
'Congress Extremists.’'’ '■ 1/ venture , to' //think that this observation of Sir 
^ Michael betrays a regrettable 'ighorancO' .of what had preceded the Round 
yaWe Conference, and\ does less," than ..fustice -to the Princes, the Government 
then m/ nosret and the. renresentatives of tbi=f TJbAral Pa txrTh n. WAr a 
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present at tlie First Hound Table Conference under the distinguished leader- 
ship of Lord Heading, who had retired from the Viceroyaity of India only 
four years before the meeting of the Conference, and might be assumed 
to Inive a knowledge and understanding of the Indian situation. To iinder- 
•stand fully what sYr MicliaePs view is, it- is necessary to bear in iniiid^wdiat 
he said in reply to certain -questions, put to - him by Sir Akbar Ilydari, the 
representative of the. premier state of Hyderabad, and Sir Manubhai Mehti#, 
the Priine Minister of Bikaner, xifter confessing his ignorance of the fact 
that several Princes had met at a Conference in 1918 and that they had 
then CO rue to the conclusion that they must work more or less on the 
Federal ideal, and after admitting that he had not studied that part ol 
the Simon Report w’-hich had recommended the immediate establishment of 
the Council for Greater India, Sir Michael proceeded to explain liis views 
at length. I make no ax)oiogy for quoting at length the question put by 
Sir Akbar Hydari, and the answer of Sir Michael O’Bwyer. 

Akhar:— 

(No. 636) — I think you wdll find that practically that is so.’^-^' “ Does 

it not, therefore, make you alter, to a certain extent, the idea that really 
the Princes’ declaration at the first Round Table Conferencej which w-as 
repeated with grea1:er and graver emphasis as time went on in successive 
conferences, was not a sudden outburst of enthusiasm but a realisation 
of the conditions that were obtaining in India at the time, and the necessity 
that there was, in their own self-interest, to try to get a constitution on 
the lines of the White Paper? ” My view is,” said Sir Michael, that 
the matter w-as rushed forward owing to the fact that the Gk)vernment of 
India Despatch of the 20th September still regards — and presumably the 
Government of India w^ere in communication with the Princes — Federation 
as a distant idea. In a few months, at the first Round Table Conference, 
tlie thing is put forward as being something almost immediately feasible. 
That leads me to think that, although individual Princes and men of great 
authority and position have given some consideration to it, the great body 
of Princes had neither the time nor the oi>portuuity to consider it at ail, 
and I am infiuenced in that view hy what was said to me at the very first 
Round Table Conference by some of the Princes individually. They had 
neither the time nor the opportunity. That is quite right, but as soon as 
the time and the opportunity came and they were face to face with this 
problem, then they thought it over, and they made a declaration. Is that 
not possible? No, I think a great many of them who thought over it 
had more and more misgivings about it.” 

6. (No, 651) — Sir Michael O’Divyer was on this point closely examined 
by Sir Manubhai Mehta also, and for the sake of convenience I quote the 
wdiole of his statement in answer to questions put by Sir Manubhai. 

In the second paragraph of Part 1 of his Memorandum, Sir Michael 
writes: “The Federal idea was, in 1930 , welcomed by certain Indian 
Princes anxious to safeguard their future, which they thought threatened 
by the 1929 Declaration about Dominion Status? ” “ Yes.” 

(No. 652) — “ As regards this remark, may 1 ask Sir Michael if he had 
the advantage of a talk with His Highness the Maharajah of Bikaner or 
His Highness the Nawab of Bhopal, who were exponents of the idea of All- 
India Federation at the first Round Table Conference? Had he any talk 


* This has reference to the previous question in which Sir Akbar pointed out 
that the Council for Greater India proposed by Sir John Simon dealt mainly 
and practically with all those questions with which the All-India Federal 
Legislature would deal in future. 
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wdtii ■ tlieiii?” Answer — Not witli His Highness the Nawab of. Bhopal; 
I think I had a talk wdth His Highness the Maharajah of Bikaner.” 

, (No. 653) — D'id he say he was influenced by the idea' of^ Dominion 
Status?”— Noj other Princes said so to me.” 

(No. 654)— His Highness the Maharajah of Gaekwar Baroday His High-' 
'.ness .the ' Maharajah .of Patiala, .His Highness the Maharajah . of .Kashmir, 
find His Highness the Maharajah- of Alwar. Had Sir Michael any talk 'at' 
-nny time with those Princes.^” I had talks with' all of them except' the 
Nay/ab of Bhopal, but I am not going to give aw-ay any of the names of 
'iny . in.forina.nts.” 

(No. 655) — “ Did they say they were in favour of this idea of Federa- 
tion because they w-ere afraid of Dominion Status?”* Answer — Some of 
them said when the Declaration wms made about Dominion Status they did 
not realise wdiat their position would be vis-a-vis a future British India.” 

(No. 656) — The Declaration about Dominion Status was made in 1929*^” 

Yes.” 

(No. 657) — This Declaration about Federation was made in 1930 P” 
“Yes.” 

(No. 658) — “ During that period had Sir Michael any occasion to talk with 
any of these Princes?” “Yes.” 

(No. 659) — “ Before the Declaration was made?” “ No, after the Declara- 
tion was made. The only opportunity I had to talk .with them was when 
they came here to the first Bound Tal3le Conference.” 

(No. 660) — “ After the Declaration was made Sir Michael had talk with 
them?” “ Yes.” 

(No. 661) — “ But not before?” “ I thought you meant the Declaration 
about Dominion Status.” 

(No. 662) — “ That was inade in 1929. After the opening of the Rouiid 
Table Conference the Princes declared on the very first day that they w^eire 
in favour of Federation?” “ Yes.” 

(No. 663) — “ What wms the ground for Sir Michael’s belief that they were 
influenced by the idea of Dominion Status?” “ Some of them told me so.” 

(No. 664) — After they declared for Federation?” “I do not think all 
the Princes individually declared for Federation, and, as I say, some who 
did declare for Federation changed their opinion afterwards, and made 
no secret of the fact that they did so.” 

Lord Winterton then asked: 

(No. 665) — “ Was your answer that those .who had declared for indepen- 
dence said so in private conversations?” “ No, I am not prepared to 
specify who they wei'e. I had conversations with most of the Princes. 
I cannot specify whether it was the time they were here for the first Bound 
Table Conference, Some of them told me that the Declaration in favour 
of Federation was brought about largely by the Viceroy’s Declaration about 
Dominion Status. . I am not prepared to give the names of those who stated 
that to me.” ’ ' , ’ 

Sir Manubhai Mehta then^ asked : . ■ . _ 

(No. 666) — “ How does Sir, Michael reconcile that belief with the Declara- 
' tioii of tlie Princes that they were prepared to come into the Federation 
only if there was central responsibility and self-government. How are the 
, two ideas reconcilable?'” Ahswer “'I ' a,m not arguing with the rights 
and wrongs of the case,,'!- am .only -gtating the reasons which some of the 

Princes 'gave' ''me' for' 'this ''''Declaratidn'' that ''Some 'of'' the' ''Pn'hoe^ 

into,...the. ^deration.” ' ‘ 
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(No. 667) — Were tlie Princes responsible for this Declaration? 
Answer:— “ I am not prepared to be pressed for information as to tlie 
particular Princes wlio gave me tbeir view. I do not think it is fair to 
bring forward their nameSj but I know certain of the Princes who declared 
for tile Federation altered their views when they went back to India. They 
publiaty .stated ' so.’’ 

6. It is obvious that Sir Michael O’Dwyer places those who differ froHi 
him at a great disadvantage in so far as he states publicly that some 
Princes expressed to him privately their regret for their hasty action, but 
is unwilling to give their names, and I would therefore respectfully endorse 
the view of His Grace the Archbishox) of Canterbury, that it was not fair 
on the part of Sir Michael to put in evidence the statements, whichj 
according to him, were privately made by the Princes. I submit that the 
repeated statements and declarations of the Princes at their Conferences 
and meetings of the Chamber of Princes and the repeated assurances given 
by their representatives at the third Round Table Conference and at the 
Joint Parliamentary Committee, can lead to one, and only one, conclusion, 
and that is that not only have the Princes not gone back on their original 
attitude, but they still adhere to the idea of an All-India Federation. That 
they have imposed certain conditions from the start of the first Round Table 
Conference, is perfectly true. Some of these conditions are no longer 
matters of controversy, wdiile others are capable of adjustment. I quote 
below a statement which appeared in the “ Times ” of 6th July, 1933: 

PiUNCEs’ Support op Federation.” 

Chancellor^ s Statement, 

“ The Maharajah of Patiala, Chancellor of the Chamber of Princes, has 
sent to Nawab Sir Liaqat Hayat Khan, his Prime Minister, who is one 
of the States’ delegates to the Joint Select Committee, a telegram defining 
his attitude to Federation, and expressing surprise that there have been 
allegations throwing doubt upon his support of the policy of his Majesty’s 
Government. His Highness states that his xmsition is clear; since a general 
agreement (known as the Delhi Pact) was reached between Princes and 
Aiinisters in December last, he had adhered to the Chamber’s policy in 
regard to Federation. He adds : 

Please repudiate all suggestions to the contrary. The authorities will, 
of course, appreciate that our insisting on adequate safeguards for the 
protection o{: our autonomy, sovereignty, and financial stability does not 
mean opposition to Federation, In fact it is in the best interests of India 
as a whole that the Federation should assure our continued connection 
with the British Crown and stability in the Centre, to the safeguarding 
of imperial as well as Indian States Interests. 

Under the Delhi Pact, in the shaping of which the Rulers of Patiala, 
Bikaner, and Bhopal took x^art, existing differences were adjusted between 
the two sections — Federationists, and Confederation ists. The Princea were 
unanimous in reaching a common policy in favour of joining an All-India 
Federation, subject to certain essential safeguards being provided in the 
new Constitution, through Confederation among, snch States as desired to 
adopt that method, while leaving the door - open to others to join the 
Federation direct.” 

7, If I have given so much space to Sir 'Micha,el’s views on this matter, 
it is because I treat him as representing a number of public men in England 
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iwlio liave expressed more or less identical views in Parliament or on public 
' platf oriiiSj ^ and in tlie press, "and I am only anxious to point out tliat their . 
views are neither correct nor fair to British India -or to the Princes. ' 

8. I shall now give a few facts in historical sequence to show that the idea 
of the Federation was not suddenly sprung upon the Princes or British ' 
Indians at the time of the first Bound Table Conference: — 

, f';- ■ ' ' . 

(a) The Simon Commission was appointed on 27th November, 1927, 
anci visited India betv/een 1928 and 1929, and submitted their Report in 
' , " ?4ay, 1930, 

(o) I shall invite the attention of the Committee to Vol. 2 (Part VII), 
pp. 193-206, of the Simon Commission Report. On page 193 they say : 

It would be more true to say that there Is really one India, but that 
the unity of India includes the Indian States as well as British India ; 
and then they quote from the earlier Report of Mr. Montague and Lord 
Clieinisford as follows: — 

India is in fact as well as by legal definition one geographical whole. 
The integral connection of the States with the British Emrn’re not only con- 
sists of their relations to the British Crown, but also in their growing in- 
terest in many matters common to the land to wdiich they and the British 
Provinces alike belong.’’ The Report then goes on to say : Whatever may 

^fee the future wdiich is in store for British India, it is impossible to con- 
ceive that its constitutional developments can be devised and carried out to 
the end, w’-hile ignoring the Indian States. It is equally certain in the long 
run, that the future of the Indian States will be materially influenced by 
the course of development in British India. The Indian Princes have not; 
been slow to acknowledge that their interest in the constitutional progress 
of British India is not that of a detached spectator, but of fellow-lndians 
living in a wmrld which, for all its history of deep divisions and bitter 
rivalries, preserves in some respects remarkable cultural affinities, and is 
slowdy wwking out a common destiny.” It was for these reasons that in 
October, 1929, the Commission addressed a letter to the Prime Minister and 
drew attention to the importance, w-hen considering the direction w'-hich the 
future constitution of India is likely to take, of bearing in mind the rela- 
tions which may develop between British India and the Indian States,” 
The Commission recommended the examination of the relationship between 
these two constituent parts of Greater India, and further recommended that 
.a Conference should be called to which representatives of both British India 
and the Indian States should be invited.” This was in October, 1929. In 
the same month, Lord Irwin, the Viceroy of India, returned from England 
to India and made his famous announcement with the full authority of His 
Majesty’s Government, that, a Round Table Conference would soon be held. 
The Commission in their Report published in May, 1930, expressed their 
pleasure that such a Conference was going to be called. For obvious reasons, 
the Commission could not make any , concrete proposals for the adjustment of 
the future relationship of the two constituent elements. The Indian States 
had not during their visit to India put forward their own views, and they 
accordingly welcomed the prospect of an exchange of views at the Round 
Table Conference. (Simon Commission Report, Vol. 2, p. 194.) In para- 
graph 228 of their Report, the Commission quote an important statement of 
- ills Highness the Maharajah of -Bikaner to' the effect that the Princes have 
openly' given expression .tovthe/belief.' that the ultimate solution of the Indian 
t problem_ and the ultimate goal— -whenever circumstances are favourable, and 

'-fihie- ■ -is -'Fip-o ’ for-^ '.■FMeraMon,-. -■which' ■ -word.' ■ ■has'no ."terror ' for ‘"the' '"Princes" “ 

,,,, approval : 
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to the knsuage of caution of the Butler Committee, which, pursuing the 
line of thought adopted in paragraph 300 of the Montagiie-Chelmsford 
Report in 1917-1918, gives a warning against the danger of trying to advance 
in the ' direction of Federation too fast., 

(c) In paragraph 231 of their Report they actually discuss the form 
o,f the ultimate Federation, and in paragraph 234 they observe that 
‘‘ Federations come about only when the units to be federated are ready# 

..for the process, and we are Tar from ■, supposing .that the Federation 
of Greater India can be artificially hastened, or that, when it comes, 
it will spring into being at a bound. They say that what is now 
needed is some organ, however rudimentary, which will for §ome pur- 
poses, however limited, address itself to the treatment' of matters whidh 
are of common concern to the whole of Greater India, not from the 
side of the Indian States alone, nor solely from the side of British 
India, but from both.” 

They then put forward in paragraph 237, their proposals for the establish- 
ment of the Council for Greater India — ‘‘ a Consultative body having no 
executive powers, intended to make a beginning in the process which may 
one day lead to Indian Federation.” 

(d) The next important State document, in which the ideal of an All- 
India Federation is discussed, is the Despatch of the Government of 
India, bearing date, September 20, 1930. Like the Simon Commission, 
they envisage the Federation as a distant ideal which “ cannot be 
artificially hastened ” (vide paragraph 16, p. 11, of the Despatch). 
The Government of India then go on to recommend ” the provision for 
the Council of Greater India consisting of not less than 60 members, 
of whom about 20 might be representatives of the States.” 

(e) Referring to the treatment of the question of Federation in his 
Report, Sir John Simon said in the course of his speech in the House 
of Commons, on March 28, 1933 (vide Parliamentary Debates, House 
of Commons, Vol. 276, No. 59 at p. 89) that the Indian States were 
outside their reference, and that the Commission have not taken 
evidence from any Indian States. No Indian Princes came before us. 
No Minister from any one of these great countries, some of which are 
as big as some of the smaller countries of Europe, came and offered 
his views.” Sir John Simon then quotes from the speech of H.'H, the 
Maharajah of Patiala, the Chancellor of the Chamber of Princes, who 
spoke not for himself alone, but for a large body of Princes whom he 
had consulted. The Maharajah had said at the Conference : 

” The main principle of Federation stands acceptable, and I echo the 
confident hope expressed the other day by His Highness the Maharajah of 
Bikaner, that by far the larger proportion of the States will come into the 
federal structure at once, and that the remainder will soon follow,” Sir 
John Simon thought that this might be too sanguine a view, but he pro- 
ceeded to draw particular attention again to the following words of the 
Maharajah of Patiala: — 

Me have all made it clear, however, that we consider certain things 
to be essential. We can only federate with a British India which has self- 
government and not with a British India governed as it is at present. This 
is a sentiment to which repeated expression has been given by other Princes 
and their Ministers at all the Conferences, and the Joint Parliamentary 
Oommittee.” . • 

(/) I shall now refer to another public document, though not of an 
official character. In 1928 the All-Parties Oonference in India *appoin ted 
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a Committee to examine ' and report on tiie various constitutional pro- 
posals then engaging public attention, and it submitted a report generally 
• known as, the Nehru Committee Eeport. In the Report it is ... stated 
that the Indian States would be willing to join such a federation 
(i.e., a perpetual union of severaC sovereign States) after realising the 
full implications of the federal idea, we shall heartily welcome "their 
^ decision and do all that lies in our power to secure to them the full 
enjoyment of their rights and privileges.’^ 

(g) 1 have been at pains to show that the ideal of Federation had 
been engaging the attention of British Indians and Indian States for 
some time, and that it had not been absent also from the mind of 
certain important and high placed English statesmen even before the 
Simon Commission came to discuss it in their Report. No doubt there 
was a good deal of clearing of ideas which remained to be done, 
and this could only be achieved by a Joint Conference of His Majesty’s 
Government and the representatives r of British India and the Indian 
States. This opportunity was afforded by the Round Table Conference 
held in London in 1930. There would thus seem to be no justification 
for the suggestion that the Indian Princes hastily agreed to join the 
Federation because, as suggested by Sir Michael O’D.wyer, they wanted 
to protect their position against the possibility of British India acliiev” 
ing Dominion Status which was foreshadowed in the announcement 
made in 1929 by Lord Irwin. If the representatives of British India 
accepte-d it as a feasible basis of advance in 1930 at the Conference, 
it was because they realised that (a) it would lay the foundation of 
Indian unity, (b) it would provide an effective machinery for protect- 
ing common interests and minimising the chances of friction between 
the two sections of India; (e) it would, by supplying a stable element 
in the Indian Constitution^ allay the apprehensions in the minds of 
British statesmen in respect of dhanges to be brought about in the 
character and composition of the Central Government in India, and 
(d) it would promote the cause of progress and constitutional advance 
in the Indian States themselves. 

9. Whether the time for the establishment of the Federation of All- 
India has come, or whether it will arrive after the Provinces have become 
autonomous units and developed what is called “ provincial self-conscious- 
ness ”, is a question which may now be dealt with briefly. In my humble 
judgment the analogy between British India as it now is, and Canada and 
Australia as they were at the time of the establishment of Federation in 
those countries, is not s'ustainable. British India already possesses a Central 
Government. The problem in India is not to create a Central Government 
there for the first time, but to alter its character and divide its functions 
and powers from those of the federating Provinces and the States. This 
problem did not, so far as I know, exist in Canada or Australia at the 
dates of the establishment of the Federal Governments in those Dominions. 
Whether, therefore, the Federation is established now or after some time, 
the whole structure and sphere of action of the Central Government will 
have to be altered. It is not quite clear what precisely is meant by 
provincial self-consciousness In point of fact the provinces in India 
have been existing as separate units practically since the beginning of 
■ British rule, though they have been under the guidance of the Central 
Government, and in tho jast 40 -years, during which representative institu- 
tions have been 'more or- less- 'developed,: they have in their administrative 
and economic file ,developed\^-a' 'consciousness which has at times been a 
source Government — ^particularly in 
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t'lie field of finance. While in cei'tain branches of administration, e.g., civil 
and criminal laws and their administration, there has been uniformity 
nearly every’viiere, in certain other matters of a local character, snch as 
land " tenures, agricnltiire; local self-government, education, excise, ^ in- 
dustries, etc., each province has maintained and developed its local peculiari- 
ties, and has thus become self-conscious. The fact is that the Provinces 
have already developed a life of their own, . and that the real point is not ^ 
that they have not developed individual self-consciousness, but that in 
some cases there has been for some time a marked tendency towards too 
iniich of a provincial or local outlook. Quit© apart, therefore, from the 
finarLcial pre-requisites such as the Reserve Bank, the credit and stability 
of the finances of India, which will be noticed later, I think that the 
political conditions necessary for the association of the provinces into a 
Federation already exist and the legal machine i*y for effectuating this 
purpose can only be provided by parliamentary legislation. On the other 
hand, I very strongly apprehend that in a country like India with so many 
provinces, the danger of leaving it to the newly constituted legislatures 
of the Provinces to exercise their option in joining or not joining the 
Federation, ought not to be overlooked. One single province, if left to 
ifcself, may hold up the progress of the entire country, a contingency which 
I think will be most disastrous in the circumstances of India. Further, 
to create autonomous provinces with responsible government functioning 
in them, and to link them up to a Centre which is to continue to he 
responsible to British Parliament, will only tend to frustrate the object 
of those who believe in the necessity of a strong centre, and may seriously 
lead to the breaking up of that unity of India, which it has taken more 
than a century to build up. Autonomous provinces may, and probably will 
prove too strong for an unreformed Centre. An arrangement of this 
character will, it is apprehended, promote friction instead of co-operation, 
between province and province, and between provinces on one side, and the 
Centre on the other. Lastly, an unaltered Centre will be the abject of 
concentrated attack in British India; it will have nO' moral backing in the 
country, and instead of playing the part of a unifying factor, will be treated 
as a rival standing in the way of the provinces. 

10. At this stage, I think it will be convenient to deal with some aspects 
of the All-India Federation, which have formed the subject of criticism 
both in India and in England. It has been said that the proposed Federa- 
tion is unnatural owing to the difference in the character and structure 
of the two constituent elements, viz., (a) the Provinces of British India 
whicli have a framework of reiiresentative institutions, and responsible 
government, however restricted in its scope, and operation, and (b) the 
Indian States, which are governed autocratically and have no such institu- 
tions as British Indian Provinces possess. 

I would point out that some Indian States, particularly those in the 
South, ^ already possess representative institutions, though there is much 
room for their development. Others are showing a tendency to move 
towards ^constitutional forms of government, and nearly everywhere in the 
Indian States there is an awakening among their subjects who are urging 
their rujers to associate them with internal administration. Public opinion 
1 X 1 British India distinctly and strongly favours a substantial advance in 
Indian^ States towards constitutional forms of government, and I think 
I am right in saying that the Princes and their Ministers are keenly watch- 
ing the signs of the times. I do not wish to impose my views" on the 
btates, and even if I wished to do so, I could not. 
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11. I am str-oiigly of the opinion^ laoweverj .tliat one result among others 
of the association of British India and Indian States in the field of common 
activity in the Federal legislature, will be to facilitate the passage of the 
Indian States from their present form of autocratic government (I use the 
ejqjressioii in no offensive sense) to a constitutional form with the rights 
of their subjects defined;, ascertained, and safeguarded. It will be noticed 

^that during the proceedings of the Round Table Conference we made appeals 
to their Highnesses and the replies given by His Highness the Maharajah' of 
Bikaner, and His Highness the Nawab of Bhopal, though lacking in pre- 
cision, may Vveli be treated as holding out a hope for the future. It has 
next been urged in British India, and also in England, that the presence 
of tlie nominated representatives of Indian States in the two Chambers 
will introduce an element of a markedly conservative character, and will 
jDracticaliy be a substitute for the present official bloc in, the Indian legisla- 
ture. I do not wish to minimise or ignore the weight of this criticism, 
or the anomaly of the position, but, having considered it carefully and dis- 
passionately, I have come to the conclusion that the risks of this bloc 
generally acting as an impediment in the way of British India are not by 
any means great. At any rate, they are not of such a grave character as 
to justify us in rejecting the All-India Federation on that ground alone. In 
the first place I cannot believe — and there is no warrant for such an assump- 
tion — that all Indian States representatives will think alike; secondly, I 
think that differences caused by regional and economic interests are bound 
to lead to diversity in policy an-d action among the representatives of the 
Indian States; thirdly, I would draw attention to the list of Federal Sub- 
ject's in Appendix YI. The Federation being limited to subjects 1-49 in 
List 1 of Appendix VI, the Indian States bloc cannot perform the functions 
of the present official bloc in respect of those matters in which Indian 
opinion and official opinion in British India are usually ranged on opposite 
sides. 

12. I do not -wish to disguise the importance from the Indian point of 

view of some legislation which may be introduced at the instance of the 
Governor-General. Bearing in mind this contingency, I have, from the 
start, proposed that the representatives of the Indian States sho'uld not 
take part in legislation or other proceedings in the Federal Legislature 
ivhich afreet purely British Indian mattei^s. So far as the attitude of the 
Princes themselves is concerned, it was very expressly stated by the Nawab 
of Bhopal at the second Round Table Conference. During the course of 
the discussion on the 28th of October, 1931, at a meeting of the Federal 
Structure Committee, His Highness the Nawab of Bhopal said : May I 

make the position of the Indian States quite clear? They are not at all 
keen or anxious to vote on any matters wdiich are the concern of British 
India.” A similar statement was made by His Highness the Maharajah 
of Bikaner. There being no reference to this matter in the White Paper, 
the question was raised at a meeting of the Joint Parliamentary Committee, 
and it was urged by some of us that there must be a statutory provision, 
to the effect that no member of the legislature appointed by the Ruler of 
an Indian State shall vote upon, any Bill, or Motion affecting the interests : 
of British India alone, an-d' being outside the list of Federal subjects as 

:p::Mentioned:-in:;Appen4ix':-^®>;Yf'\'tlm:\:White:'':'Paper,::^ 
any question as to whether:\:;it::att^ife;the;'dhtereste of British India alone, ^ 
and is or is not oiitside the liah of Feder^^^ subjects, „shouIcl be left to the : 
Speaker 'Of the H0me;::;The’>epresep.taM^ the Indian States took time 
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to iTuiko a, oonsklered statement, and accordingly Sir Akbar Hydari made 
a statement on tbe SOtb May, 1933, wbicli I quote below : 

IVe want to declare that the policy of the States is, as it has alw ays 
been from the beginning, not to desire intervention in any matter affecting 
.British , India alone,. 

At the same time we have also declared that the Indian States have an 
equal interest, as members of the Federation, in the existence of a strong 
and stable executive, and, therefore, they may have the right to speak and 
vote whenever such a question arises. 

If tlie scheme of the White Paper is carefully studied, then, provided 
the matter is left to the good sense ot* the parties, starting with a gentle- 
man’s understanding, and developed in practice into a well-understood 
convention, this two-fold object -will be attained without endangering either 
Of the principles which we have laid down at the outset. 

The Round Table Conference in its successive sessions refrained from 
laying down a rigid formula, partly because of the difficulty of framing 
one which would not oveidap the limits in either directions, and partly 
because it was felt that this was a matter which could be suitably left to a 
convention. 

We therefore appeal to our friends on the other side to rest content 
with the declaration we have made.’' 

I should like to draw attention to the fact that when Sir Hari Singh 
Oour asked whether Sir Akbar Hydari intended that the States were to be 
the sole judges of when their representatives were to sp>eak and vote, Sir 
Akbar said that that was his intention. 

13. I recognise the objection to what is called the in and out system, 
and I also appreciate that a rigid provision of this character may prevent 
the growth and expansion of Federation in future. Taking all the practical 
difficulties into consideration^ I think, however, that provision should be 
made for a .written convention or rule on the subject meeting the point of 
view I have argued above. It is obvious that in the absence of such a 
written convention, even a few of the representatives of States might by 
their conduct prevent the convention from coming into existence at all. It 
seems to me, therefore, necessary that a reference to this rule should be 
made in the Treaties of Accession. The rule framed should give power to 
the Speaker to decide the question as to .whether a particular matter is 
one affecting British India alone. 

In this connection I would also draw attention to the statement made by 
Mir Maqbul Mhhinood a representative of the Chamber of Princes, in the 
course of his evidence before the Joint Parliamentary Committee, which 
does not seem to me to he quite consistent with the statement made by 
Sir Akbar Hydari. I quote that statement below: 

On thi.s question also the views that I hax^e to put on behalf of the 
Chamber of Princes’ Delegates and other States’ Delegates present at that 
meeting are that it would have to be left to somebody like that to interpret, 
but I have no specific instructions from the Chamber.” 

The following questions put by me, and the answers given to them by 
Mir Maqbul Mahmood, are important, and may well be quoted at this place. 

Question: Then I take your position to be that you are opposed to a 

statutory provision prohibiting Indian States’ Delegates from taking part^ 
but you are not opposed to a convention? ” 

Answer: Ko 
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Question: If you are not opposed to a conventioiij will yon please tell 
2 iie''lio.w it is possible to prevent, even two or three or four of your repre- 
sentatives from breaking that convention,, and never allowing that con- 
vention to come into existence unless we have some rule on that point? 

I have already submitted that this question was considered by 
' .' the Chamber nf Frince-s’ Delegates, and some of the States’ Delegates' ..who 
were present at that meeting, and it was there thought that something in 
writing in the rules would be desirable, hut the Chamber of Princes has 
given no instructions on this 'Specific, question.- ’ 

Question: Yon remember that it was said in the Statement — am speak- 

ing now from recollection, and if I am wrong I hope you will correct me — 
or rather in answer to a question put by Sir Hari Singh Gour, that the 
Indian States’ Delegates will be the sole judges as to when they shall inter- 
fere and when they shall not interfere. Would you stand by that statement, 
or would you rather leave that matter to be decided either by the speaker 
or by some other independent body, such as a Committee of Privileges of 
the two Houses? ” . 


Answer: On this question also the views I have to put on behalf of the 

Chamber of Princes’ Delegates and other States’ Delegates present at that 
meeting are that it would have to be left to somebody like that to interpret, 
but I have no specific instructions from the Chamber.” 

If, therefore, proper care is taken to lay the foundation of such a con- 
vention, its growth can be left to the future. I fear, however, that if no 
provision is made in this behalf, the apprehensions of British India will not 
he allayed. 

14. I would, however, urge that while on the one hand I would not, in 
view of the peculiar conditions of Federation, object to their Highnesses 
nominating such representatives as they might think fit, I could not agree 
to their nominating those o1ffi.cers who are really servants of the Grown, 
hut whose services have been temporarily lent to States. To do so will, 
in my opinion, amount to defeating the provision of the Statute that 
persons bolding any office of profit under the Crown should be ineligible for 
membership of the Legislature, and the observance of this rule in the case of 
Indian States is all the more necessary in view of the objection to the 
presence of an o.fficial bloc in the Legislature. 

15. I presume that ordinarily the Indian States will he represented in the 
Executive, that is to say, one or two of the portfolios will be filled by the 
api:>ointment of such representatives of the Indian States as may be willing 
generally to support the policy of the leader who is called upon to form a 
Ministry. Once the Ministry is formed, with the inclusion of representatives 
from the Indian States, the Ministers will no doubt act collectively, and if 
the Ministry, is defeated by the Legislature on a point which the Prime 
Minister considers of a vital character, the entire Ministry, including the 
representatives of the Indian States, will resign. 

As the Federal Government will he the government both of the Indian 
States, and of British India, it is desirable that when an . attempt is made to 
extinguish the life of the .Mini^ry by a direct vote of no-confidence, the 
representatives of British -India> and U the Indian States alike, should take 
: ■ , part in the proceedings of, the Legislature. On the other hand, if on a 

' purely British Indian:’questidn'''the .Ministry is defeated, and the Prime 
Minister feels that he.has. lost, the confidence of the British Indian section 
\ ‘y of the Legislature,- and- that It ''will, fie' impossible for him to carry on the 

. ' ' . * Bee 0 IJ ttiis point t^e evidence of Sir Samual Hoare, 
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administration without their support, he should be left free to resign. In 
other words, the ordinary Parliamentary procedure should be pursued until 
a direct attempt is made to overthrow the Ministry of the day. I do not 
anticipate any such difficulty in regard to the Budget, as the Budget will 
be a joint one in which both British India and the Indian States will be 
equally interested. 

I realise that occasions may arise, especially in matters relating to taxa- 
tion, when it may he sought to impose a burden on British India alone, and 
the representatives of the Indian States may be prepared to support the 
Ministry of the day. In a case of this character it would be obviously unfair 
for the Government of the day to turn the scale in their favour by depend- 
ing upon the support of the representatives of the Indian States. If an 
occasion of this character should arise w© should leave the contest to be 
fought out between the Government of the day and the representatives of 
British India alone, leaving it to the Prime Minister in the event of a 
defeat to exercise or not to exercise his option of resigning according to his 
estimate of the situation. 

16. I cannot, however, agree to the Upper Chamber exercising co-equal 
powers in the matter of supply. Apart from the fact that the participation 
of the Upper Chamber in the inatter of supply will probably be wholly 
opposed to British Parliamentary practice, and the present law in India, i 
desire to point out that the Lower Chamber itself, according to the proposed 
constitution, will consist of SSJ per cent, of representatives of the Indian 
States, who will, so far as I can see, for some time to come, not be popular 
representatives coming through the open door of election, and the Upper 
Chamber will consist of two classes of representatives, namely, British 
Indians, who will be elected by the Provincial Legislatures, and representa- 
tives of the Indian States, who will be a nominated bloc. It seems to me, 
therefore, that to allow the Upper Chamber the right of voting supply will 
amount to overloading the constitution with conservative influences, and may 
conceivably have the effect of making the Executive irremovable. 

17, I notice with satisfaction that it i© intended to provide that it will be 

the duty of the Ruler of a State to secure that due effect is given within 
his territory to every Act of the Federal Legislature, which applies to that 
territory. Proposals 128 and 129 of the White Paper seem to me to be of a 
consequential character, flowing naturally fi’om proposal 127. It is obvious 
that in regard to Federal subjects of administration the Governor-General 
must have the power by inspection or otherwise to satisfy himself that an 
adequate standard of administration is maintained, and that the federating 
States are carrying out the Federal purpose. The words : through the 

agency of State authority ” were no doubt a concession to the sentiment of 
the States. I think that in fairness the States cannot have any reasonable 
objection to the Federal agency being empowered by the Governor-General 
for the purpose of implementing the decisions of the Federal authority, if 
and when a particular State refuses to carry out such decisions, or is unable 
to carry them out in the spirit in which they should be carried out. 

IS, Tliere remain no.iv two important questions to notice. The ffrst is the 
questioii^ as to whether in the event of only 51 per cent, of the Indian States 
comiiig in they will he entitled to any special considerations in the matter 
of their voting strength, and the second is Federal finance. 

19. As regards the first question, it will be noticed that paragraph 12 of 
the Introduction to the White Paper provides that '^'so far as the States 
are concerned. His Majesty's Government propose as the condition to be 
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' satisfied before tlie Federal .Constitution is brought 'into operation, that the 
Rulers of ' States, .representing not less- than half the aggregate population 
of , the Indian States, and entitled to not less than half the seats to be 
- allotted to, the States in the Federal Upiaer Chamber, shall have -executed 
instruments of accession. If this condition regarding the representation of 
States representing not less than half the aggregate population, of the Indian 
States, and entitled to not less than half the seats to be allotted to the 
states ill the Federal Upper Chamber, is fulfilled but the number of acceding 
States does not exceed 51 per cent, at the date of the inaugurati-on of the 
.Federal Constitution, then the question will arise as to whether the acceding 
States will he entitled to their full quota of 100 per cent. The question will 
not probably be of much political importance, as it is anticipated that if once 
the bigger States offer to join, others will follow their lead. It is, however, 
necessary to arrive at some decision on this point, and to provide for such 
contingency as may arise. I submit that the most regular and proper course 
to fallow would be to leave the remaining .seats unfilled, and to allot the un- 
filled seats in future to eucli States as may at a later stage desire to accede 
to the Federation. It has, however, been suggested that the residue should 
be placed at the disposal of the Crown, and that the Governor-General should 
be empowered to nominate persons out of that residue. In my opinion, 
nominations by the Go-vernor-General will have a most demoralising effect on 
the Constitution, and will be, I apprehend, strongly resented both by British 
India and the Indian States. British India will strongly resent this 
nominated bloc, and the Indian States will not treat such nominated mem- 
bers as their representatives. Two alternatives have been suggested : one is 
that in the event of only 51 per cent, of the Indian States coming in at the 
start, a higher value should be put upon their voting strength; and the 
other is tliat the acceding States should be allowed to nominate a larger 
number of members than they wmuld be entitled to on the basis of the quota 
reserved for them. 

20. If one need choose between these two alternatives, I wmuld prefer the 
latter, on the distinct understanding that it will be only a temporary 
ai’rangenient, and that rules will be framed on the subject so as to provide 
for a State vacating the seate in excess of its jDroper share in favour of a 
fresh incoming State. Fui'ther, it would be obviously unjust to British India 
to give to the acceding States the full 40 per cent, of the seats reserved for 
the entire Indian States bloc, when the acceding States may represent only 
51 per cent, or a little more of their total number. The weightage, if it Ls 
to be given as a necessity of the situation, should be very moderate. 


Responsibixitt at the Centre. 

21. In paragraph 2 of this memorandum, in enumerating what seemed 
to me to be the essentials of the new constitution, I referred to responsibility 
^^^at the Centre, with ' such 'safeguards in the interests of India as may m 
■ necessary for the period of transition. I would emphasize that such respoiisi- 
bility should be established soon after the passing of the Act, without pro- 
'longing the transitory, |mriod . cOhteihplated fey paragraph 2CS of the White, 
Paper* The period' qf- transition/ feetween the ■'establishment of the New 
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sfcoiiki be of tlie briefest possible duration. And the composition of the 
Executive' Government consisting as it- does of the 'Governor-General and 
Members of the Executive Gouncil appointed by the Cro-wnj and their 
relation to the Legislature, should %e a® little interfered with as possible. 
The adiustinents in the relations of the Centre and the responsible Pro- 
vincial Governments should, I submit, rest on a very temporary basis, and 
the power of the Central Legislature should not be whittled or reduced 
during the period of transition. 

22. To my mind, public opinion in India will not favour or reconcile itself 
to a constitiition which seeks to establish Besponsible Government in the 
Provinces, without a simultaneons or nearly simultaneous change in the 
character and composition and powers and duties, of the Government and 
Legislature at the Centre. On the merits of the question too, it would be 
extremely undesirable to change the character of the Provinces and leave 
the Centre unaltered. If such a result should ensue, I should have no hesita- 
tion in considering our labours at the three Round Table Conferences as 
■wasted, and the best intentions of His Majesty’s Government frustrated. 
I think it is necessary to sound a note of warning that I have considerable 
doubt as to wliether any organized political party in India would be pre- 
tpared to ivork such a constitution. 

23. I hold very strongly that Provincial Autonomy by itself will have 
the certain effect of weakening the Centre. It cannot be seriously main- 
tained that the Centre as at present constituted is a strong Centre. The 
Government of India consists of the Governor-General and seven members 
of the Executive Council, including the Commander-in-Chief. Three of 
these members are Indians, of whom one has, during the last ten years, been 
a member of the Indian Civil Service or the Indian Finance Department. 
The Assembly -which is the Lower House has an overwhelmingly large majority 
of elected members, there being in it an official nominated bloc consisting 
of about 26 members. The Council of State consists of 60 members, of 
w^hom the non-officials, including nominated members, constitute the majority. 
The Assembly, ho^vever, is not responsible, and tbe Executive is irremovable. 
Except in those matters which are by Statute not open to discussion, or 
wliich are not subject to the vote of the House, the Assembly can raise any 
question by way of debate, £>nd can exercise its voting powder. The relations 
of the Legislature, constituted as it is and possessing as it does a large 
elected majority, without any constitutional responsibility resting upon its 
shoulders, and the Executive -wffiich is irremovable by that Legislature, but 
is answ'erable for its conduct to Parliament, cannot be and have not been 
^^■ery harmonious. In actual practice it has not unoften happened that the 
Legislature has refused to support proposals put forward by the Government, 
or to grant some of their demands and even to pass the votable portion of 
the Budget. In the circumstances existing in India, which only tend to foster 
a sense of political st niggle and restlessness, the Legislature is apt at 
times to be affected by some strong currents of thought in the 
country, and this cannot be conducive to harmonious relations betiween it and 
the Executive. Incidentally, the present state of things is wholly detri- 
mental to the growth of a compact party system or even well defined 
groups based on differences of an economic and social character. The 
present system, is, in short, not calculated to foster or encourage that 
sense of responsibility wffiich can only arise, if it is felt that the effect of 
a particular decision may he to throw out the Government of the day, 
and to transfer to other shoulders the responsibility for implementing it. 
On the other hand, the existence of an overwhelming majority of elected 
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' members :■ liias at times compelled the Government to accept compromises- 
vhicli it vmnlcl not have done if it knew that it had a party to support it. 
These ■ differences, which have arisen betw’een the Government of India and ■ 
the Legislature have not tended to strengthen the position of the Govern- 
ment in the eyes of the public; on the contrary, they have weakened their 
position and affected their prestige in the public eye. An irremovable 
^Executive may survive repeated defeats by an irresponsible Legislature, 
but ib can do so only at the cost of its moral hold upon public opinion. In 
this connectioii I would invite the attention of the Committee to the 
valuable evidence of Sir John Thompson. In the Memorandum submitted 
on behalf of the Union of Great Britain and India by Sir John Thompson,, 
Sir Alfred Watson and Mr. Villiers to the Joint Select Committee, they 
say: — The present position is not satisfactory, with a responsible Legis- 
lature and an irremovable Executive.” It was further developed by Sir 
John Thoinpsou in the course of his oral statement to which I would invite 
attention. Sir Charles Innes, who retired only a few months ago from 
the Governorship of Burma, and w^ho was before that a very distinguished 
member of the Viceroy’s Executive Council, and to whose Memorandum 
I attach the very greatest importance, thus expresses himself on this point. 

His Majest 3 "’s Government announced ” observed Sir Charles, that it 
wms their intention gradually to introduce responsible government into 
India, and the Government of India Act, 1919, was the first instalment of 
that promise.” “ Some 6,000,000 people were enfranchised. Partial responsi- 
bility wms introduced in the Provinces, and though the principle of 
responsibility Vvas not admitted at the Centre, the Executive Government 
was confronted by a Legislature enjoying large powers. The results w’-ei'e 
what might have been expected. The transitory stage is always a difficult 
stage. Incomplete self-government is the most diMcult form of government. 
It is always, so to speak, reaching out to fulfil itself. Canada in the first 
half of the nineteenth century offers m some respects a parallel to the India 
of to-day. There was an irresponsihfe Executive confronted by a powerful 
Legislature, and Canada had its own communal i)rohIem in the rivalry 
between the French and English Canadians. The effects of these factors were 
mucli the same as those which have manifested themselves of recent years 
in India. There w’-as a tendency towards irresi:>onsibiiity on the part of the 
Legislature. The tension bet%veen the French and the English Canadians 
increased, and there was a growing bitterness against the Home Govern- 
ment. Finally, there w-as a rebellion, and it was only Lord Durliani’s 
Beport which saved Canada for the Empire. He recognised that responsi- 
bility was the only real remedy for the situation that had arisen. History 
is repeating itself in India to-day, and much the same phenomena can be 
seen. The ferment has been, immensely increased by tlie first instalment 
j of self-government. We have 'set every person in India w^ho understands 
the matter at all thinking about political advance. It has become an 
obsession with almost all educated Indians, and they feel that the honour, 
and self-respect of India are bound up with it. As the Indian Statutory 
Commission put it, there has grown up a ‘ passionate determination among 
the politically-minded classes, of Indians to assert and uphold the claim of 
India as a whole to its due; place in the world.’ There is in India to-day 
a real nationalist movement, concentrating in itself all the forces whieh 
are aroused by an appeal to national dignity and national self-consciousness, 
fheh again, communal ^ feeling "between Hindu and Muslim is more acute 
to-day than it has , ever been before, and finally during the last 12 years 
'racial Jeeiing against the 'Britiekhas increased in India. Politically-minded 
^’Indians tend believe tWt.jthe^.Britkk are standi^^ in the way of "their 
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legitimate aspirations, and that we do so because in our own interests 
we are reluctant to give iixi our hold on India.” 

24. I haYe Ycntured to quote this long extract from the valuable Memor- 

andum of Sir Charles Innes, as it presents a picture of the present position 
of India, with great fairness and moderation. No one can know better than 
Lord Heading during whose term of office tSir Charles Innes was a member 
of the Executive Council, and Lord Irwin, during whose term of office Sir^i 
Charles was Governor of Burma, that he was an officer of the 
greatest distinction, who was always respected for his soundness of 
judgment and for his understanding of the administrative and 
political problems of India. Sir John Thompson had a long experience of 
the Punjab, where he was Chief Secretary of the local Government in the 
time of Sir Michael O'’ Dwyer. He then came to the Government of India 
as Political Secretary, and ended his career only a few months ago as 
Chief Commissioner of Delhi. The experience of these two recently retired 
members of the Civil Service, and their reading of the situation in India, 
and particularly their knowledge of the movements which have stirred the 
minds of the Indian masses is almost up-to-date. And I believe that these 
two distinguished members of the Indian Civil Service may be taken fairly 
to represent a considerable body of opinion among those members of the 
Indian Civil Service who have recently retired. I would also in par- 
ticular draw’- attention to the list of names of the members of the Union 
of Britain and India submitted by Sir John Thompson. Among these 
names are the names of tv/o of the successors of Sir Michael 0’ Dwyer, 
viz.: Sir Edward Maolagan and Gir Geoffery de Montmorency, the latter 
of wdioni retired only about three months ago. I have therefore no hesita- 
tion in saying that Sir Charles Innes and Sir John Thompson are entitled 
to speak about the India of 1933 much more accurately than Sir Michael 
O^Dwyer, wdio retired in 1919, and who has never had direct or personal 
knowledge of the wmi-king of the Montagu-Chelmsford Reforms, or the 
changed mentality of the people since the inauguration of these reforms. I 
would further invite the attention of the Committee to the letter signed 
by men like Sir Richard Burn, Sir Selwyn Fremantle, Sir R. Oakden, 
Mr. S. R. Daniels and others, all of whom have lived in the U.P., and 
also to the opinions of Lord Meston. These were put by me to Sir Michael 
O’Dw^yer, w^'ho did not agree with them, and expressed the opinion that in 
recent years Indian Civil Servants have given more time to politics than 
to administration — an opinion wdiicli I think wull not be readily endorsed 
by others, and is not at any rate in my judgment at all true. To give 
therefore the Provinces autonomy and to retain for the Centre a sort of 
generai control over the field of provincial administration, cannot, in my 
opinion, be anything but a mockery of provincial autonomy. It is difficult 
to conceive of responsible autonomous Governments working in harmony 
and co-operation with a Ck^ntre which is responsible only to British Parlia- 
ment — a Cenf.re "which is still further enfeebled by tihe autonomy of the 
Provinces. I feel so strongly on this question that I have little hesitation 
in saying that if the Centre is not to be a responsible Centre, but is to 
continue to be responsible to British Parliament, and to be under the 
control of the Secretary of State, I would much rather postpone all changes 
in the Provinces until those who hold dififerent vjews can be convinced of 
their error. . ' - ' 

25. It is possible that the advocates of a strong Centre may suggest a 
reduction in the size of the Legislative Assembly, and the curtailment of 
its powers, and the adoption of an indirect method of election with which I 
shall deal at a latei' stage of this memorandum. Public opinion in India 
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■will never, reconcile , itself to any^-sucli action, and, I very' seriously apprelieiid 
that if any sncli thing is done it may easily .jeopardize the working' of .the," 
'constitution . even in the Provinces. ■ ' 


Federal Finance. 

26. The gimstion of the federal finance still remains to he settled finally 
and effectively. Repeated enquiries have been made into this subject by 
Committees appointed by the Round Table Conference and through depart- 
mental Committees. I do not wish to refer at length to the contention of 
the Indian States that they already make a very substantial contribution 
to the revenues of the Government of India. I am fully aware of their 
contention regarding customs and the contributions which they claim to 
make for the defence of India by maintaining troops. They also claim that 
they are entitled to credit for the revenues of the territories surrendered 
or assigned by them, in the accounts of the federal finance. These are 
questions on which there has been a considerable difference of opinion in 
the past, and I fear that complete agreement on these questions "between 
British India and the Indian States is not very easy to achieve. It is to be 
regretted that the Indian States have declined to agree to the imposition 
of Income Tax in their territories, and that some of them are opposed even 
to the imposition of Corporation Tax. No one can, however, deny that in 
any system of federation it is vitally necessary that each unit should make 
a fair contribution to the federation to enable the common purpose of the 
Federal Government to be carried out. It is reallj^ the application of this 
principle which x>i'®sents difficulties. In this connection attention may he 
drawn to paragraxih 56 of the Introduction to the "White Paper, and 
Appendix VI of the proposals. The more important heads and sources of 
revenue described therein are (1) Import duties — (except on salt); (2) Con- 
tributions from Railways, receipts from other Federal commercial under- 
takings ; (3) Coinage profits and shares in profits of Reserve Bank ; (4) 
Export duties — (in the case of export duty of jute, at least one-half of the 
total proceeds must be assigned to the producing units); (5) Salt; (6) 
Tobacco excise; (7) Cotton excise duties; other excise duties (except those 
on alcoholic liquors, drugs and narcotics) ; (8) Tenninal Tax on goods and 
passengers; (9) Certain stamp duties. It will be noticed that the power 
of Legislature in regard to all these heads of expenditure is exclusively 
Federal. In regard to other Excise .duties, it will be observed that the 
revenue proceeding from them is Federal, with power to assign a share 
of the whole unit, and that in respect of the last two items they are to be 
provided with powder reserved to the Federation to impose a Federal sur- 
charge. On the whole, the arrangement arrived at at the last Round Table 
Conference was fair, and the provision in the concluding iiortioii of para- 
1 graph 56 that the Governor-General will be empowered to declare in bis 
' discretion that any •..Apeoified sphrce of taxation should be Federal, is 
' particularly important '''' 

27 V Paragraph 57 deals- with" 'taxes dh Income, Corporation Tax is, to 
■""be' whdlly. Federal, 'though',’ as.''.stated' above, some States are now raising 
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taxes on Income will be Federal. Receipts from such taxes on officers in 
Federal service, and taxes attributed to the Chief Commissioners’ Pro- 
vinces, or other federal areas, will be Federal reserve. The Federal Legisla- 
ture will be empowered to impose surcharge on taxes on Income, the 
proceeds of which will be retained by the Federation, and tlie Federal 
States are to contribute to the Federal reserve proportionate amounts. 
The remaining net proceeds other than those produced from the Federaii* 
surcharges referred to above are to be divided betiveen the Federation and 
the Governors’ Provinces, 30 per cent, being assigned to the former, and 
the remainder to the latter. It is in regard to this unknown quantity that 
further technical investigation was said to be pursued. At this stage it is 
not possible to say what the result of such investigation has been — as 
mentioned above, it is objected to by some States — but attention may be 
drawui to what is stated in jiaragraph 58. We are told that in the earlier 
years of the Federation, before there has been time to develop new sources 
of taxation (in particular Federal Excise), the system mentioned in para- 
graph 57 is likely to leave the Federation without adequate resources, and 
foi' this reason it is intended to adopt a transitory provision enabling 
the Federation to retain for itself a bloc amount out of the proceeds of 
Income Tax distributed to the Provinces, which would be surcharged for 
three years, and -which wull diminish annually over the next seven shears, 
so as to be extinguished at the end of ten years. If the Governor-General 
should think that the programme of reduction is likely to endanger the 
hnaneial stability and credit of the Federation, he is to have the poiven 
to suspend such a programme. In short, the effect of this provision is that 
after ten years Income Tax will go to the Provinces, and it is then that 
the Federal States will be required to contribute Corporation Tax. It is 
obvious that the Provinces must have an increasing source of revenue for 
their development, and tboj^ are accordingly keen on securing Income Tax. 
It is equally obvious that immediate transfer of Income Tax to the Pro- 
vinces wdll leave the Federation in a very crippled financial condition. 
It is for this reason that the suggestion made in the White Paper appears 
on the whole to be fair to the Federation, the Provinces and the States. 

28. It is contemplated (vide paragraph 80 of the Introduction) to review 
it at .as late a date as possible before the new constitution actually comes 
into operation in the light of the then financial and economic conditions 
both of the Federation and of the Provinces. It is proposed that the 
determination in such matters should be by ' Orders in Council a draft 
of .which will be laid before both Houses of Parliament for approval. 
Similarly, paragraph 61 of the Introduction to the White Paper con- 
templates the establishment of a tribunal or other machinery for the 
purpose of deteimiining the value of immunities (especially those subject 
to fluctuation) which have to be assessed from time to time for the purpose 
of setting off against contribution (or against any payment from the 
Federation). I have refrained from expressing any opinion on the question 
of contribution or immunities, to which the Indian States attach so much 
importance. I do not desire to be in the slightest degree unfair to them, 
but it is to be expected that they will be equally alive to their obligations. 

I recognise the importance of the question, and I feel that it will be 
necessary to review the wffiole position at or about the time of, or even after, 
the establishment of the Federation. I would, therefore, suggest that 
foliow^ing the model of Section IIS of the South Africa Act 1909, with some 
necessary amendments, the Statute should empower the Governor-General 
to appoint a commission consisting of one representative from each Pro- 
vince, and a certain number of representatives representing the Federation 
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and tlie Indian' Stat-es, and presided over 'by sncli person as the Governor-,: 
Cleiiera! may appoint, to institute an enquiry into ■ financial relations which ■■ 
exist between the Federation and these units, and that pending the decision 
of such an enquiry,' transitory provisions may be mado on the lines indicated ■ 
in : the ' White Paper. 


' G'Eneeae" Financial. Position and Financial S.afeguak.d>s. 

29. During the progress of the work of the Joint Parliamentary Com- 
inittee a memorandum, drawm up by Sir Malcolm Hailey, on the financial 
implications of (1) Provincial Autonomy and (2) Federation, was presented 
and formed the subject of discussion. Sir Malcolm Hailey’s Memorandum 
presents a very gloomy picture of the situation. As Sir Samuel Hoare 
pointed out in the course of his speech, the memorandum contains no views, 
but only gives a summary of the position as it now is and may be envisaged 
to be in the years to come. 

30. The position, according to Sir Malcolm, resolves itself into three 
objectives which, in order of priority, are as follows: — 

(1) To provide the Centre with (a) a secure means of meeting the 
normal demand on account of the services for which it is responsible, 
together with an adequate reserve power to raise from its own resources 
the additional sums which those services may in an emergency require; 
and (b) some additional reserve to meet necessary developments ;.\n its 
own sphere of wmrik (of which civil aviation may be taken as'- an 
illustration). 

‘‘ (2) To secure the Provinces as a minimum the amounts now avail- 
able to them, together with the sums required to meet the ascertained 
deficits of certain Provinces and to establish the newly-created 
Provinces. 

(3) To secure that, when (1) and (2) are satisfied, the main benefits 
of any improvement in Central finances will enure to the benefit of 
the Provinces,” 

31. The Appendix to the iMemorandum gives us some idea of the financial 
position which is involved in the White Paper proposals. The cost of the 
new or enlarged constitutionai machinery is about 1 crore; the alienation 

.. of half jute export duty will pome up to II crores; the subvention to deficit 
and new Provinces will cost about 21 crores; the alienation of Income Tax 
conies up to: (a) 60 per cent. .. , , about 51 ; and (fi) 75 per cent. . . , about 
8 crores; and the settlement of States’ excess contributions will cost- another 
1 crore. The loss in opium, receipts, the decline in customs, the loss of 
cxirre,ncy receipts (about I crore), the restoration of civil and military pay 
cuts (about II crores), and the separation of Burma (about 3 crores) must 
also be taken into account, Sir Michael O’Dwyer’s view was that the cost 
of the new scheme would-lbe_20 ■er 0 re%/or, at any rate, between 15-20 crores. 
It all this is borne in mind along, with -the existing conditions of economic 
depression, it would seem to f^ow 'that ,no constitutional changes either in : 
■; the Provinces or at 'the; Oentre./could he' inaugurated in the near future, : 
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32. Sir SaDiiiel Hoare, liowever, in the course of the speech on the Memo- 
randum put forxvard certain views which would lead one to the inference 
tliatj though the position is one of grave anxiety, it does not necessarily 
warrant the postponement of all action or the ahandonment ot ail hope for 
an early advance. Dealing with the case of the Provinces, he ^ said that 
according to Sir Malcolm Hailey the expenditure for the setting up of 
Provincial Autonomy might be something between 6-| and 81- crores. 
you analyse these figures said Sir Samuel Hoare, you will find first of 
all that about a crore is needed for the overhead expenses of setting up a 
iiev/ Provincial machinery,' that is to say, the cost of the Provincial Legis- 
lature and the cost of the electorate (vide para. 19 of Sir Malcolm Hailey’s 
Memorandum). 

'' Next, there is another figure of about 1- crore that is involved by the 
Provincial Governments taking over certain expenditure that is now borne 
by the Central Government. Then there is the further figure of from 
2-3 crores, assuming Burma is separated from India, and, lastly, there is 
the figure of from 3-4 crores that Tprou'ld be involved if the provincial deficits 
were to be removed and the Provinces to he set up upon a self-supporting 
basis.” ■ ■ 

Having referred to this very formiddable state of affairs, Sir Samuel 
Hoare proceeded to discuss some countervailing factors that ought to be 
taken into account. First he referred to the fact that India’s credit was 
steadily improving and, secondly, to ' the fact that, judged by past ex- 
perience, India responded more quickly than almost any country m the 
world to an upward movement in the economic field, and( thirdly, he 
stressed the fact that there Trere still opportunities for economy to be 
carried out in certain fields of administration in India, and, lastly, he 
referred to the possibility of a contribution of some kind towards the 
defence expenditure of India as a result of the proceedings of the Capitation 
Tribunal. He then pointed out that the greater part of this deficit from 
6-10 crores was due, not to the setting up of the Federal Government, but 
to setting up the autonomous Provinces upon a self-supporting basis. He 
next maintained that if the figures were properly analysed, it would appear 
tliat, apart from the comparatively small sum, namely, about three-quarters 
of a crore, for setting up the Federal institutions at the Centre, the rest 
of this amount is not fresh expenditure at all, and it is due in the main to 
two changes in the allocation of the revenues of India, namely, first of all, 
tlie change, supposing Burma is separated from India, of leaving Burma 
two or three crores that it now pays to the Indian Central Government. 
Secondly, it is due to a figure of about the same amount (about two or three 
crores), that it is necessary whether changes take place in the constitutional 
field or whether they do nob, to put a stop to the permanent deficits in 
Bengal and Assam. The conclusion he drew from the entire situation was 

that, if the state of the world did not get better, if we still go on with 

commodity prices either at their present rate or actually falling, not only 
does it make any change almost impossible, but it make the existing system 
of Indian finances equally impossible, and we shall then have to readjust 
our whole system of finance in India to meet the state of affairs with which 

fwe shall be faced. Nevertheless, I would venture ”, said Sir Samuel 

Hoare, to urge that in the meanwhile ' the wise course is, first of all, 
to go on making our plans, to make them as reasonable and as secure as 
we can, but, frankly, to admit the fact that if the state of the world does 
not improve we may have materially to readjust them; and, secondly, I 
think it is most important to emphasize the fact, that, so far** as we can see, 

' 19350 , ■ . ' . 13 


'360v, 


aBCOBBS OF- -THB' JOINT COMMITTEE 


IQ^ 'Nov.e'nihriSy 'WSS.^ ^ , ■ Mehoranb.itm \ iContmuM.,^ 

: BY Sir Tej Bahadur Sapru, K.G.S.I, 


. for quite .a number of years' to ■ comej tliei'e is no orange to be, . divided ,iip 
in India between the Centre and the Provinces. The fact -does emerge, 
anyhoiv in my mind as definitely as any other, that for some years to come 
the Central Government, ivhether it be the present Goverinnent or wlietlier 
it be a Federal Government, will need substantially its prsent resources if 
the credit of India is to be maintained, and if its financial obligations are 
t5 be met.” In winding np bis speech Sir Samuel Hoare again suggested 
that we should keep these facts constantly in mind, but they should not 
debar us from proceeding with our constitutional plans, and that also we 
should keep in mind the fact that there is no Government, either Indian 
or British, that accurately can say, in the uncertainties of the world, what 
the state of its finances is going to- be in twelve months’ time. 

33. I have tried to give the views of Sir Samuel Hoare as accurately 

as possible. From the Indian point of view, those of us who are iiiterested 
in an early inauguratiou of the new constitution caiiiiot feel at all happy 
about the situation. Indeed, I might say that the entire position becomes 
involved in great uneei'tainty. It will be noticed that Sir Samuel Hoare 
has referred to the possibility of further economies in the fields of Civil 
administration. If beneficial services are to be curtailed and taxes are to 
be maintained at their present level, then it is quite clear that the new 
constitution will start with a very serious prejudice against it. One possible 
avenue of economy in the future be to transfer the recruitment of 

the Imperial Services to the Indian Government with power to fix their 
scale of pay and allowances. Another avenue of economy is the curtail- 
ment of military expenditure. On this point there is a wide divergence of 
opinion between British and Indian public men. The former hold that 
the expenditure having been reduced from 56 crores to 46 crores, there is 
no further margin for any economy, and that indeed India has effected more 
economies in its military expenditure than any other country during the 
corresponding period. The latter hold that there is still further room for 
economy in that department. Whether the Government intend to institute 
further inquiries into this matter or not is a question to which no answer 
has yet been given. 

34. Again, the setting up of the new Provinces due mainly to political 
considerations, has entailed a further strain on the purse. I would here 
draw attention to the remarks made by Lord Reading in the course of his 
speech, which seem to indicate that in the opinion of his Lordship, the 
setting up of the Second Chambers is a question which, on economic grounds, 
may still be further considered — an opinion which will be endorsed by many 
of us. 


'in,;.;: 
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35. Sir Purshotamdas Thakurdas also reviewed the financial x^osition 
the course of his speech and urged that unless the Provinces were m^.^ 
or less self-dependant ” Provincial autonomy would be worth nothing. Under 
' these ^ circumstances, the question which arises is whether the "proposed 
, constitution will at all become operative, or whether we shall simply have 
to wait on events. Sir Samuel Hoare is not without hope that things may 
improve soon, but ^cannot be sure, I can conceive nothing more unfortunate 
than , that the fruition of the labours of the last four years should be any 
'further delayed. O'ur' fears are-'e-feill further aggravated when we remember 
that, apart from the general financial position, certain financial pre- 
requisites must be fulfilled before 'tbei Federation -and Central responsibility 
.yeah be Inaurgi^ated, /(vide -’p'arav’’^ of . the Introduction of the White 
Paper).;..'-? 
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Financial Prerequisites. 

36. The first condition laid down is that a Reserve Bank free from 
political infixience should be set up by Indian Legislation and be already 
successfully operating. I understand that a committee of experts, includ- 
ing some Indians, has been sitting, and is expected to submit a report 
within the next few days. I cannot express any opinion on their recom- 
mendations which have not yet been iiublished; I can only express the hope* 
that, as a- result of their work, the necessary legislation will be introduced 
in tile Indian Legislative Assembly during its winer session. Assuming, 
however, that such legislation is passed and meets with no opposition in 
Tncliau financial circles, still the question whether sufficient reserves have 
been already accumulated or can be expected to be accumulated within the 
next one year or so, has to be answered. What exactly the position is in 
this respect we do not know. Next, the question which arises is as to 
how and by whom is the success of the operations of the Bank to be judged. 
Does the condition imply that we must wait for a series of j^ears before any 
judgment can be passed on its operations? I would point out that though 
Government have no doubt had the advantages of the advice of their 
experts, we have had no such advantage, and it is still not clear to me 
why it should be looked upon as impossible or dangerous to set up responsi- 
bility at the Centre without first establishing a Reserve Bank. At the 
first Round Table Conference, it was intended to arm the Governor-General 
with certain special powers in respect of currency and exchange legislation 
(vide paragraphs 18-20 of the Federal Structure Committee’s Report, p. 21), 
and there does not seem to me to be any reason for departing from that 
decision pending the establishment of the Reserve Bank. I would also 
draw attention to paragraph 10 of the Joint Memorandum which Mr. 
Jayakar and I submitted in December last (vide pages 196-197 of the 
Indian edition of the Report of the Indian Round Table Conference). The 
other conditions which are imposed are: existing short term debt both in 
London and in India, should be s'ubstantially reduced, and that India's 
normal export surplus should be restored. It is difficult to say when these 
conditions would be fulfilled. It follows, therefore, that the establishment 
of the Federation depends upon whether these conditions are fulfilled at 
an early date, or whether they take a long time to fulfil. It is obvioxis 
that the position created by the imposition of these conditions is not one 
which is calculated to afford any satisfaction to those of us who think that 
any further delay in the inaurguration of the new constitution at the 
Centre, is likely to prove very injurious to the best interests of the country. 
As I have urged elsewhere, it seems to me to be vitally necessary that a 
more definite attitude in regard to this matter should be adopted. 


Finanoial Adviser..' 

37. xlnother quevstioii of importance which arises in connection with 
finance at the Centre is whether the Governor-General and the Ministers 
should have the benefit of the services of a financial adviser. Paragraph 17 
of the White Paper provides that, the Governor-General will be empowered 
in his discretion, but after consultation with his Ministers, to appoint a 

19356 ’ I i 


262 ::::bigord.s of', the .joint:;;,comm'itteb 


'Id'^ 'Nov'em.bns/:^ ■ Memoeandtjm . ' , ■ . , iContimied. 

■ BY; Sib Bahadce , Saprtj, K.G.S.I. . 


■ fmaiicial . adviser in tlie disdiarge , of Ms special responsibility, and also,, to, 

„ advise tlie Ministry on matters regarding wliich ■ they may seek', bis '.advice.;,. 
The special responsibility for financial matters, is, according to para- 
graph 18, in respect of the safeguarding of the financial stability and 
...credit, '.of 'the Federation. It is somewhat difficnlt, to define, the scope ., of ■, the 
expression ‘^financial stability and. credit,” but one. may safely assnine 
::«that' it , is , wide,- to cover '.'the question of currency .and .exchange.; 

The Financial Adviser, it will be noticed, will be responsible to the 
Govejmor-General, ' who will .fix his ;■ salary,, and 'that salary not, 'be' 
subject to the vote of the Legislature. No term is provided for the 
continuance of this office, so that it is open to the Governor-General to 
continue or discontinue this office in the exercise of his discretion. As a 
layman, it is difficnlt for me to express any positive opinion as to whether 
there is or is not a case for the appointinent of a financial adviser. I 
shall here quote from what Mr. Jayakar and I had to say in our joint 
note w'hich vre submitted to the Secretary of State at the conclusion of 
the Third Round Table Conference: “But we are of opinion that such 
advice should in the nature of the circumstances be strictly limited to 
matters which are within the i)rovince of the special responsibilities of the 
Ticeroy, and should not be extended so as to amount to a general xjower 
of control over the Finance Member. In other words w^e would strongly 
urge that every precaution should be taken that the general responsibility 
of the Finance Member and the Legislature for the administration of the 
finances of the conntry should he in no way interfered with or weakened. 
We are further of opinion that if at all a Financial Adviser has to he 
appointed for the limited purposes indicated above, the appointment should 
he made by the Governor-General in consultation with his Ministers, and 
the Adviser should in no way be connected with any financial or political 
interests in England or in India. We would further add that the appoint- 
ment should be provisional, to endure only so long as a clear necessity for 
the retention of that office is felt and that the advice of the Adviser should 
be fully available both to the Governor-General and the Federal Govern- 
ment.” 

38. I notice with satisfaction that in the Introduction to the White 
Paper it is stated that the Financial Adviser shall have no executive poivers 
(see para^ 31, p. 17). It is, however, not enough that, theoretically, the 
Financial Adviser should be an officer without executive power, but wdiat 
is necessary is that every care should be taken that the Financial Adviser 
does not develop into a rival Finance Minister. Indian opinion is par- 
ticularly sensitive on this point, as the experiment of a Financial Adviser 
was tried in Egypt, and there had the result, as pointed out by Mr. Young 
in his book “Modern Egypt, that. the Financial Adviser became in fact 
and in, substance the Finance Minister. Again, Indian opinion would like 
to be reassured that the Financial Adviser to be appointed would be a 
perfectly independent expert, and that he w’-ouH not refiect anv financial 
or political interests in England or in India. 
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xiUDITOR-GENERAD. , 

39. labile I am dealing with financial questions, I may refer tO' the position 
of the xinditor-Geiieral in India and the Council of India. 

The xiiiditor-General is appointed directly by the Secretary of State in 
Council, and there are further provisions with regard to the audit of 
Indian accounts in the United Kingdom to be found in the Government of » 
India Act, (Vide Sections 26, 27 of the Government of India Act.) 

The Auditor-General is not in any sense a servant of the Legislature 
but he is an important part of the machinery and it is his reports on the 
appropriation accounts that the p7_iblic Accounts Committee considers and 
he or his representative attends: all meetings of the Committees and guides 
their deliberations. It is suggested that in future the Auditor-General 
should be appointed by the Governor-General for the Federal audit and 
by the Governor for the Provincial audit. He should not be removable 
from office except on an address presented by both Houses of the 
Legislature. 

I would further submit that the accounts of the entire exi:)enditure from 
Indian revenues i-vhether incurred in India or in England, should be 
audited by the Auditor-General in India, and laid before the Indian 
legislature. 


Fiscal Autonomy. 

40. xinother question to wdiich Indian opinion at present attaches the 
greatest importance is that of Fiscal Autonomy. In this connection I 
•would quote the language of the Report of the Joint Select Committee on 
the Government of India Bill, dated 17th November, 1919, paragraifii 33. 

Nothing is more likely,” says the Committee, “ to endanger the good 
relations between India and Great Britain than a belief that India’s fiscal 
policy is dictated from Whitehall, in the interests of the trade and com- 
merce of Great Britain. That such .a belief exists at the moment there 
can be no doubt. That there ought to be no room for it in the future 
is equally clear. India’s position in the Imperial Conference opened the 
door to negotiation between India and the rest of the Empire, but nego- 
tiation without power to iegisla'fce is likely to remain ineffective- A 
satisfactory solution of the question can only be guaranteed by a grant of 
liber-fcy to the Government of India to devise those tariff arrangements 
which seem best fitted to India’s needs as an integral portion of the 
British Empire. It cannot be guaranteed by statute, without limiting 
the ultimate power of Parliament to control the administration of India 
and without limiting the pow'er of veto which rests in the Grown; and 
neither of these limitations finds a place in any of the Statutes in the 
British Empire. It can only, therefore, be assured by an acknowledgment 
of a convention. W'hatever be the right fiscal policy for India for the 
needs of her consumers as well as for her manufacturers, it is quite clear 
that she should have the same liberty to consider her interests as Great 
Britain, Australia, New Zealand, Canada, and South Africa. In the 
opinion of the Committee, -therefore, the Secretary of State should, as 
fax' as ' possible, avoid interference on this subject when the Government 
of India and its Legislature are in agreement, and they think that his 
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■^, „ mterveiitioiij when it does take^ place, should be limited to safeg"iiardiiig 
.the inter national' obligations of the Empire or any fiscal ' .arraiigeiiients 
within the Ein.pire 5 ' to which His Majesty’s Government is 'a party.”. 

41. In point of .fact, the convention recommended by the Joint Select 
Committee in the paragraph quoted above, has been in operation since 
•the inauguration of the. Moiitagu-Ohelmsford Reforms, and its latest 
vindication . took .place at Ottawa, . when certain 'representatives of the 
' Indian Legislature entered"' into certain agreements siibseciuently ratified 
. by- the, 'Indian Legislature. 1 express, no opinion ' on .the Ottawa agree- 
ments; I only refer to them as illustrating the operation of this convention. 
The Simon Commission dealing with this question in paragraph 402 
(Volume 1) quote from a speech made by Mr. Montagu on the 3rd of 
March, 1921, in reply to a deputation from Lancashire on the Indian 
import duties on cotton, when lie endorsed the principle laid down by the 
Joint Committee.' Mr. .Montagu said:-— ' , , 

After that lieport by an authoritative Committee of both Houses, 
and Lord Ciirzon’s promise in the House of Lords, it was absolutely im- 
possible for me to interfere with the right which I believe was wisely 

given and which I am determined to maintain — to give to the Goverii- 
nient of India the right to consider the interests of India first, just as 
ive, without any complaint from any other parts of the Empire, and the 
other parts of the Empire without any complaint from us, have always 
chosen the tariff arrangement which they think best fitted for their needs, 
thinking of their own citizens first ”. In paragraph 532 of the Second 

Volume, the Simon Commission say that they “ do not suggest any modifi- 

cation of the convention itself. But the assumption underlying such 
delegation is that the Government of India’s approval of the course pro- 
posed is arrived at independently of the views of the Assembly ; and 
that it takes account of ail Indian interests and not merely those for 
which a majority of the Assembly speak.” The Commission regard it 
as inevitable that the Government of India will in future become more 
and more responsive to the views of the Legislature. 

Having said this, the Commission then go on to say that “ delegation 
of power to the Executive in India is necessary in the interests of 
administration, and would be even if no Teforms had been introduced. 
But delegation by ‘ convention ’ with the purpose of transferring respon- 
sibility in some measure to the Legislature raises different issue. The 
criterion should be not whether an authority subordinate to the Secretary 
of State is in agreement with the Legislature, but whether the interests 
at stake are of such a character that His Majesty’s Government could 
waive or suspend its constitutional right to make the final decision. 
On this view the decision whether the will of the Indian Legislature 
is to prevail is one for the Secretary of State, or, if need he, for His 
Majesty’s Government, to . take, after giving the fullest -weight to the 
views of the Government of . 'India, and before the proposal is put to the 
Legislature. A con ventiont which sets the Government of India and 
. the Legislature in opposition to the Secretary of State is constitutionally 
unsound and ca-n only weaken the Government of India in the end.” 

We think it desirable’ in '.any- case that any extension of the principle ' 
of the ‘fiscal convention’ should only be made with the approval by 
'' Resolution 'of both Houses'- pfi Pa'riiatnentJ’ 

Ihese of :Vthe HfnidnCCk^mmMpn have caused much anxiety 

Wp eonventiouw Having regard to the ' 
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proposed constitution for the Centre, the views of the Simon Com-' 
mission seem to be -wlioily out of keeping with the character, powers,, 
and functions of the proposed Federal Legislature. There should be no 
rooln left for doubt that the Federal Legislature will be possessed in the 
fullest measure of fiscal autonomy, and that the Secretary of State should 
have no control over the Legislature in a matter of this character. Any 
interference with, or any attempt at whittling down the fiscal autoiiomf’ 
of India is bound to produce serious dissatisfaction, and to discount to 
a much larger degree than is probably realised the value of the proposed 
constitution. The best safeguard that Lancashire, or for the matter of 
that En gland j can have for trade and commerce in India, is the goodwill 
of the people of India. At this stage, 'I should like to draw attention 
to the views expressed by Sir Charles limes in his evidence before the 

Joint Select Committee. “I think,’’ said Sir Charles, “ it'^* v/as 

mainly due to the fact that Indians themselves realised that it was 
for them to decide whether or not they would ratify that agreement. 
In the old dayvS, before we introduced this principle of discriminating pro- 
tection, every Indian thought that Britain kept India a free-trade country 
in the interests of her own trade. When the fiscal Convention was 
introduced, and when we passed a resolution in favour of discriminating 
protection, and the first Steel Bill was pa>ssecl, we at once transferred all 
that from the political aspect to the economical sphere, and in recent 
years in the Indian Legislative Assembly more and more we have been 

creating a strong Free Trade Party. It was getting more and more 

difficult for me to |)ass Protection Bills. I think that is all to the good; it 
shows the value of responsibility, and I am perfectly sure that if we had 
not taken that action you would never have got the Indians to agree to 
the British influence on steel, or to the Ottawa agreement, . and it seems 
to me a very good example of the stimulating effect of responsibility.” 

43. In this connection I would also like to cpiote the following extract 
from the speech which Mr. Baldwin delivered last month to a meeting 
of the Lancashire, Cheshire and Westmoreland Provincial area of the 
National Union of Conservative and Unionist xAssociations. ** There has 
been,” said Mr. Baldwin, a great talk about safeguards. All the safe- 
guards are being examined by the Joint Select Committee, but w’-hatever 
safeguards %ve have, the real safeguard is the maintenance of goodwill. 
If there is not a basis of goodwill, your trade will eventually wither away, 
and I regret to say that some of the measures which have been suggested, 
and which Lancashire people have been asked to support, have, in my 
judgment, been calculated to destroy rather than to further any possibility 
of that good will between I/ancashire and India which we can get, which 
we ought to get, and which we cannot do without. . . . Whatever 

a Government may do you cannot prevent a population nowadays, and 
especially an Oriental as opposed to an Occidental population, if it 
considers it has been unjustly treated, from expressing its feelings by 
refusing to buy goods. The refusal to buy goods, commonly called a boycott, 
bad been brought to a fine art in the East, The Japanese have experi- 
enced in China "what a boycott means. We have some experience of 
what it means in India. The causes of the boycott were more than one. 
The moment the economic condition gets better and the buying power 
returns, that moment there wdll be more trade. Besides that, there cam.e 

* See questions by Mr. Davidson (Nos. 5004--5C.07), This has reference to 

the ratification of the Ottawa agreement by the Indian Legislature. 
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in tlie political , elements— and for a time they were: a 'strong, fQrce.C.But: 
that hoyeott has 'died away, and., it- has' died .away , imder the do'uWe, 
influence o.f- firm- .Government, but, as I believe, still more .by , a conviction,' 
ill the ininds ' -of ' the - , Indians themselves that we .were, going to, ^ea! 
hononrablj’^ with them and keep our word about getting on with the 
reforms. The moral aspect of that question helped to break the boycott 
%s , much „ as, if not -more than, any question of .force,.” In short,, the con- 
'.veiition s-liould, under the neiv Constitution, be expanded, , and, -, the Secre-" 
tary of State should have no power to interfere with the decisions of 
the Legislature in this respect. 


Election. 


44. As regards the method of election, the question was examined at 
great length by the Simon Commission, and their recommendations on the 
subject were reviewed by the Government of India in their despatch of the 
20th September, 1930. I wmnld refer in this connection to paragraph 37 
of Yol. II of the Simon Commission Report, wdiich says: — IVe venture, 
however, to think that a priori arguments against indirect election should 
not be considered, especially in the light of recent experiences, as con- 
clusive. It is indeed of great importance that the individual voter in India 
should have the training in political responsibility which may come from 
going to the polling booth and deciding what candidate shall have his 
support. For this reason we should not be prepared to see the method of 
indirect election generally applied in electing the Provincial Councils. But 
after Provincial Councils have been constituted by the direct choice of 
citizens of the Provinces, it appears to us to be quite unwarranted to assume 
that training in citizenship will be impeded by the adopting of a device for 
constituting the Central Legislature, which, having regard to the size of 
India, has such manifest advantages and avoids such obvious difficulties. 
It may be said that the method of composing the Federal Assembly which 
ive are suggesting will confuse , the mind of the individual elector, since 
he will at one and the same time be choosing both a provincial repre- 
sentative and a member of an electoral college. The objection seems to iis 
of theoretical interest rather than of practical substance.” Dealing with 
this matter, and after pointing out the difficulties of polling even a Hmited 
electorate over an ai'ea so widespread and of such varied physical 
characteristics, iihe Government of India stated their views as following in 
para. 135: — First, ^Hhe central elector has exercised the franchise with 
increasing readiness and at least as freely as the elector to Provincial 
Councils. We need cite only such matters as the Sarda Act, the Income 
, Tax, the Salt Tax, the Railway Administration, and the Postal rates. Even 
more abstruse matters such as the exchange ratio and tariffs, interest large 
sections of the "electorate. . Second, the electoral methods natural to the 
' social structure of India, may be held to some extent to replace personal 
. contact between candidate , and voter, a contact which adult suffrage and 
party ' organisations , make inci'easingly diffi,cult in' western countries. The 
Indian -'electorate is' held- ._td'gether :by.. agrarian, commercial, i)r'OfessionaI 
and caste relations,- It Js 'through ^ihese; relations that a candidate 
approach'es;the'-"elq^or,-'--'and-;in‘-'thk''way'':''|>p|iti^ 
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movements. These relations and groups provide in India a means of in- 
direct contact between voter and member^ reducing the obstacles wiiicli 
physical conditions entail. Moreover , we are impressed by the further con- 
sideration that ten years ago Parliament of its own motion set up for the 
iirst time a directly elected Assembly, representing the whole of India. 
That Assembly, in part perliaps because it is directly elected, has appealed 
to the sentiments of India, and sown the seeds, as yet only quickening^ <4 
real representation. Accordingly, unless new considerations of greater im- 
portance have to be taken into account, we feel reluctant as yet to condemn 
an experiment undertaken so recently in a country awakening to political 
coiiscionsness. On these general grounds we would hesitate to hold that the 
orthodox method of representation by direct election is unsiiited to the 
conditions of India. It may be admitted that during these ten years direct 
election has not achieved all the results which Parliament perhaps hoped, 
nor has it overcome all the obstacles which the vast size of the country and 
the complication of separate electorates impose. But in many ways its 
success has been growing, and it has contributed to the strength of the 
Assembly as a focus of national allegiance. On the other hand, it would 
not provide that expression of provincial views as such which may be 
judged desirable in the new conditions contemplated by the Commission. In 
financial matters, in particular, this defect may be serious. But, as against 
a plain alternative of indirect election believe that the balance of the 
argument is in favour of direct election.” 

45. The p»ositioii was further examined by Lord Lothian and his Com- 
mittee when they went out last year to India. In chapter 3 of their Report 
they deal with the question of the indirect system and other possible 
modifications of adult franchise. They discuss five possible courses, namely : 
(a) adult franchise by indirect voting; (b) adult suffrage within certain 
age limits; (c) adult franchise for large towns; (d) household suffrage; (e) 
indirect election through local bodies. In paragraph 42 of their Report, 
after citing the cases of Egypt, Turkey, Syria and Iraq, where universal 
adult suffrage has been adopted, by grouping the whole population into 
groups of about 20, 50 and 100, or other appropriate numbers, each group 
electing from among itself its own member, one or more secondary electors 
should form the constituencies for returning members to the legislature in 
the ordinary way. They discuss in a subsequent paragraph the reasons 
against indirect election. There are four main reasons against indirect 
election. The first is because it involves the abolition of the direct 
system of voting, to which India has become accustomed during the last 
12 years, through four elections held for the Provincial Councils, the 
Legislative Assembly, and the Council of State, and also through numerous 
elections for district and local boards, and municipalities. Some seven 
million electors who have hitherto been entitled to exercise the direct vote at 
elections, to legislative bodies would thus lose it; and obtain only an in- 
direct vote in its place. The overwhelming mass of evidetice we have 
received has been to the effect that the strongest opposition would be 
aroused by any proposal to abolish the direct vote.” The second reason 
that they assign is that ‘Hhe indirect . system would lead to one of two 
results, neither of them desirable— namely, either the primary election 
would be a non-poiitical election, in which case the candidates and parties 
would endeavour to secure the return of secondary electors pledged to them- 
selves.” The third reason is that the, x>rimary voters under "the indirect 
system, ivould have no means of judging, .whether the secondary elector- 
carried out their wishes or not. The fourth; r^son urged by them is that 
the indirect system undoubtedly lends itself, to manipulation and jerry- 
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iiiaiideriiig. / .Tlieir.tliey go. oa to.. .say in ■ paragraph 47 : nioreoYerj' certain' , 
.Provincial .Governments .and. Committees .which were at .one. time iiicli.necl 
.to. .'.sup.port the indirect... system have now abandoned ■ it. For all these , 
reasons .we haxm, iinaiiiin.oiisly .decided to reject the . iiiiiversal .indirect 
system.’'’ I think that the view taken by the Lothian Coni'mittee ■ correctl^w 
reflects the overwhelming mass' of Indian o.pinion. No;, .doubt one of tile . 
:giain reasons urged against d.irect election for the Legislature -is furnished', 
by the size of the country? difficulties .of transport, in rural,' areas. .' 

It must not be supposed that I am opposed to adult fimnchise; on 
co.ntrary, I think that the 'one way' to strengthen, the position of the .masses; 

... is ..to. give, them , adult franchise. -'If may. be that they will not be'^^ able .t.o.' 
make a discreet use of their vote in the beginning, but I think that the 
ignorance and indifference of the masses maj^ easily he exaggerated. They 
may not be able to understand or appreciate questions of high ff nance, 
exchange, currency, etc., but they are quite capable of understanding their 
local needs, and I have no doubt that experience and mistakes will be 
their best educators. At the same time, I realise the administrative 
difficulties pointed out by Lord Lothian in his Report. I would therefore 
urge that from the practical point of view the most desirable thing would 
be to place power in the hands of the local Legislature to extend the 
fraiichise in the light of experience gained, so that within the next 20-25 
years the country would gradually work up to a system of adult franchise. 

As regards the fourth course, it is not necessary to repeat the arguments 
.'Contained in the Lothian Report, as I am more or less in agreement with, 
their suggestions. I would not hesitate to allow adult franchise, in big 
towns, but I have a strong feeling that while on the one hand this might 
strengthen the position of the urban section of the people, it wmuld on the 
other hand tend to weaken the position of the rural section of the people. 
In any case I should deprecate any difference being made between the rural 
and the urban areas in regard to such matters, and if adult franchise has 
got to come, as, in my opinion, it should, the enfranchisement of the towns 
•and the villages should synchronise. 

46. I am quite alive to the necessity of giving a training to the masses 
in the exercise of the right of voting, but that can easily be done under the 
future constitution, by the setting up of local bodies of an effective 
character, with definite powers in regard to local matters. If local bodies 
such as the village Panchayats, have hitherto been unable to give a good 
account of themselves, it is because their finances and their x^owers have 
been limited, and no attempt has been made to encourage them or to help 
them in the management of their local affairs. 

Generally speakiiig, therefore, I support the recommendations of the 
Lothian Committee Report, so far , as the number of men to be enfranchised 
is concerned, though personally I should have been glad if the number had 
been larger. 

47. The maimer in which there is contact established in India between tlie 
candidate at the election or the member and hie constituency has been very 
well described by Sir John Kerr." TWhile no doubt road transport is still very 
undeveloped, it should not he ovef looked that the advent of the motor-bus 

- in rural areas and the growth of the vernacular press which has been steadily 
penOtra,ting these areas, ^ are ;new .factors which are bound, as time goes on, 
to play a considerable part in developing political consciousness in tiie 
'villages, and curtailing' the , 'distance , between rural electors and their 
'■.'member's., . '■ ■ 

Before concluding my; remarks offvtMs subject I may out that tbe^ 

effect of .tho proposals of ^tho Com is to create an electorate 
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48. The Lotliiaii Coiiiinitlee lias recommended that the number of seats in 
the Federal Assembly should be increased so as to allot British India 300 
seats, instead of 200, thus reclucing the average area of the constituency by 

one-third. , ' ' 

Bir Akbar Jiydari’s view has again urged that the size is too large and 
that it should be kept at 200. The matter has not been overlooked by 
kotliiau Committee. The reason which they assign for the increase in the 
niimijers is that if responsible Government is to develop properly^ the 
electoral system must make it possible for candidates and members to get 
and keep in touch with their constituents, and from this point of view an 
increase in the British seats is necessai'y. 

49. In a preceding paragraph of their Report, the Lothian Committee 
refer to the area of the United States of America which is 3,026,789 square 
miles, of which one-third consists of thinly populated mountain territory.^ 
The population is 122,776,046. The number of members of the House of 
Representatives is 435, or one for every 6,958 square miles and 282,241 of 
the population. The number of the Senate i§ Q’o. Two members are elected 
by each State, voting as a single constituency, of which the largest is New 
York, vritli an area of 49,204 square miles and a population of 12,688,066, 
and the smallest is Rhode Island, with an area of 1,248 square miles and a 
population of 687,497. Probably also if the size of the constituencies in 
Canada and Australia is examined as suggested by Lord Lothian, it will be 
found that the size of constituencies in those countries is also of enormous 
■proportions. Of course I assume that when we are able to worii: up to n 
■system of adult franchise the whole system may have to be revised, and 
readjusted, but that is a matter for further development, 

50. The size of the constituencies, the number of persons enfranchised, and' 
the class of men that may be returned to the two Houses of the Legislature, 
have no doubt an important bearing upon the efficiency of the Legislature. 
It has been suggested that the size of the two Houses and of the Upper 
House in particular should be very much smaller than what is proposed, 
Anotlier suggestion has also been put forward to the effect that- in order to 
make tiie Upper House fully federal it should consist of the delegates 
nominated by Provincial Governments. In this connection while I would 
invite attention to the views of Sir Akbar Hydari and Sir Mirza Ismail, I 
would also point out that the views of the representatives of the other Indian 
States are wholly clilferont. Indeed the latter have pressed for larger Houses, 
so as to provide for a representation of the Chamber States, and the smaller 
States, by grouping. The smaller States want stiU larger Houses. I would 
submit that British India will not be satisfied with Houses of the size and 
type suggested by Sir Akbar Hydari, or Sir Mirza Ismail. I also venture to 
doubt very seriously whether a smaller Upper House can do justice to many 
States, particularly the smaller States. . Indeed, if this view is pressed or 
accepted, I apprehend that it may imperil the entire scheme of the Federa- 
tion, The constitution is already a very conservative one, and I fear that 
one consoc|tien{'*e of making tlie Upper House representative of the provincial 
governments an-cl the governments of the States may be that it will become 
too provincial in its outlook and might easily become involved -in provincial 
rivalries and conflicts. There are other objections which may bo urged 
against this point of view. The generap practice, as I understand it, is that 
in a Federal constitution the Lower House,”, should, seek to represent .the 
hation and the Upper House the States, and-;!' think there is no valid reason 
why, in the case of India, we should 'depart from 'this' principle. 
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Basis oe Enebanchisembnt. 

oi. Tiie two .qualifications- wMcli have, been recomiiieiide.d.. by tbe.Lotbiaii : 
Committee. ill ' paragraph 83 are property and education. In paragraph- 82, ■.. 
.' after referring to the case. of Bibar and Orissa, a.nd Cental ProYinces, where.. 
tlie-.'existin.g. electorate Is only a little over one per cent, of .. the total popula- ■.. 
tion.,' the .'Committee say- that ‘‘what we have d'One is to fix the. franchise .- 
%s low as vve consider possible, having regard to> all the circumstances of the 
'■easel’- While the prineij)le adopted by the Coiimiittee seems .to. me, to. -:be - 
■ sounds the White Paper is open to the criticism that,- it does not „ provide .■ 
definitely for its expansion. In this connection I would point out that the 
rejection of -wages as one of the bases of general franchise has caused much 
dissatisfaction in India. The Committee point out that in viiiages where 
the employment of agricultural labour is not constant, and where remunera- 
tion is sonietinies paid in cash and sometimes in kind, and also by permission 
to cultivate land, it would be an impossible task to ascertain vvhetlier the 
wages earned by individuals in a year had reached the prescribed standard 
or not. The difiiciilties would be less serious in the case of large industrial 
concerns which keep regular books, and attendance rolls, but would still be 
formidable in the case of smaller firms relying to a great extent on casual 
labour. I realise that within the time at their disposal the Committee could 
not very well prepare a scheme to meet the needs of wage-earners. But it 
is a class which should not be ignored and which is going to become more 
and more important in the near future. I would suggest, therefore, that 
local Governments should be instructed to prepare a sclxeme for the enfran- 
chisement of these classes so that after the first election they may be 
enfranchised in time for the second election. 


Railway Board. 

52. The question as to a Statutory Railway Board which is referred to 
very generally in paragraph 74 of the White Paper, was never discussed at 
any one of the three Round Table Conferences, but it was one of those 
items which came up for discussion at Delhi at the Consultative Committee 
presided over by His Excellency the Viceroy. The broad principle that 
there should he a Statutory Board, and that the Statute constituting the 
Railway Board should be passed by the Indian Legislature, was accepted 
at Delhi. During the sittings of the Joint Parliamentary Committee another 
expert Committee to which some members of the Indian Legislature have 
been invited, has been sitting and discussing the various issues connected 
with the composition, powers and functions of the Board. I have not 
had the advantage of reading the report of the expert Committee or dis- 
cussing the various proposals which have been considered by that Com- 
mittee, with the members of the Joint Parliamentary Committee or the 
; ■ Indian Delegation. Subject therefore to my right of revising my opinion 
or making any other suggestion which I may consider necessary to make 
after reading that report, I would like to express my views generally on 
^ome of the important issueis that, seem to me to arise in this connection. 
dS. While admitting the commercial and strategic importance of the Rail- 
^ I 'ways in' India, I thinfc^it'‘:tq^ he of ''the essence of responsible government 
that Railways should he transferred to the Federal Government and that 
'■■■in.. t x. ..... ..... legislation ^ as 

Board with 
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o4. The members of the Railway Board or Railway Aiithorityj should be 
appointed by the Goyernor-General upon the advice of his responsible 
ministers. I have no doubt that whatever the number of members be, 
whether it is three, five or seven the Ministers will take every care to 
ensure that expert knowledge and technical experience are adequately 
represented. Siiriiiariy I am confident that they will secure the representa- 
tion on the Board of the Muslims, and other minorities. The Minister in 
charge of Railways should be the ex-officio President of the Board. Th^ 
Legislature should have the power to discuss and lay dowm general policy, 
■although the execution of that policy and general administration should 
be left in the hands of the Board or Railways Authority. As regards the 
revenues, I would point out that for some years past a separate Railway 
Budget has been preT)ared in India. The statute may provide for the 
formation of a Railway Fund, into which shall be paid all revenues raised 
or receiv^ed by the Government for the adniinstratioii of the railways, such 
funds being appropriated by the Legislature to the purposes of the rail- 
ways in the manner to be prescribed by the Act, constituting the Board 
and the Fund. (Vide Section 117, 127, 128, 129, 130 and 131 of the South 
Africa Act, 1909.) 

55. Having regard to the fact that Defence is a reserved subject, I 
think it may be necessary to provide that all railways must comply with 
such requisites as the Governor-General may make as to the use of railways 
for the purpose of the Defence of the Country, (cf. Article 96 of the 
German Constitution.) 

I received the Confidential Memorandum A. 23, containing proposals for 
the future administration of Indian Railways, after I had completed my 
-own Memorandum. I should like toy take more time in studying the 
Memorandum, and then if I should think it necessary to make any other 
submissions, I should do so. At present I can only say that I am of the 
opinion that legislation constituting a Statutory Railway Authority should be 
passed by the Indian Legislature. 


Fundamental Rights, 

66. Indian opinion of ail sections has been very insistent that the 
constitution should provide for certain fundamental rights. The Nehru 
Committee Report laid down certain fundamental rights and the question 
as to their inclusion in the constitution was raised at some length at the 
third Round Table Conference. Paragraph 75 of the Introduction to the 
White Paper, states that His Majesty’s Government see serious objections 
to giving a statutory expression to any large range of declarations of this ■ 
cliaracter, but they are satisfied that certain provisions of this kind such 
for instance, as respect due to personal liberty,, and rights of property and 
the eligibility of all for public office, regardless of differences of * caste, 
religion, etc., can appropriately and should, find a place in the Constitution 
Act:. His Majesty’s Government think it probable that occasion may be 
found in connection with the inauguration ■ of the new Constitution for 
a pronouncement by the Sovereign and .in that event, they think it may 
well be found expedient humbly to submit.for His Majesty’s consideration -. 

^ that such a pronouncement might advantageously • give expression to some 
'of the propositions suggested Ik?'" them in' ^ this connection which prove 
' ■ unsuitable _ for statutory enactment. ^ ' ■ ■ " 
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Some of tliese. :fiindamentai riglits are to, be found.' in tlie. Proclamation - 
, of ' .Quee'ii Victoria j and, some; others in tbe. Goveniiiieiit of India, Act itself t- 
'..Tiie following passages may well 'be quoted from'tlie Proolaiiiation of Qiieen,' 
■■Victoria': — ; 

We ■declare it to be. our Royal will and^ pleasure tliat, none be in ' 
any .wise .favoured^ none elected, -.or disquieted, by .■ reason ^ of tlieW 
^ religious faith or observances, but that, all shall alike enjoy the equal 
and impartial pi’otection of the law, and we do, strictly- charge and 
■;,,.■.'; on j'O ill' all those ■who may 'be in authority under us that they .absta.ih, ■ 
from ail interference with' the religious belief or worship of any of our 
.subjects oil pain of our highest displeasure. 

‘‘And it is our further will that, so far as may be, our subjects, of 
whatever race or creed, be freely and mipartially admitted to oSice in 
our service, the duties of which they may be qualified by their education, 
ability, and integrity duly to discharge. 

“ We know and respect the feelings of attachment with which the 
natives of India regard the lands inherited by them from their ancestors, 
and we desire to protect them in all rights connected therewith, subject 
to the equitable demands of the -State, and we .will see that generally 
in framing and administering the law due regard be paid to the ancient 
rights, usages, and customs of India. 

Section 96 of the Government of India Act itself provides that no native 
of British India, nor any subject of His Majesty resident therein, shall, by 
reason only of bis religion, place of birth, descent, colour, or any of that, 
be disabled from holding any office under the Crown in India. 

I am aivare of the objections that are urged against fundamental rights 
being specially mentioned in the Constitution, on the ground that when 
they are not enforceable in a court of law, they are no more than mei’e 
moral maxims, and that they generally amount to a limitation of the powers 
of the Legislature. Many of the po-st-war constitutions liave, how^ever, 
included fundamental rights. "It seems to me that in the peculiar circum- 
stances of India, and particularly with a view to give a sense of security 
to the Minorities and the Depressed classes, it is necessary that toO' much 
emphasis should not be laid on the orthodox British legal point of view, 
regarding fundamental rights, but that some of them should find a place 
in the Statute itself, and others might, as stated in the White Paper, find 
expression in the Royal Proclamation. I refrain from going into- further 
details as to the nature and character of the fundamental rights, which 
should be recognised. The question was discussed at length, at the Third 
Round Table Conference. The list of fundamental rights in the Nehru 
Committee Report also indicates the nature of fundamental rights which 
Indian opinion generally favours. 


Tbahsitory Provisions. 


'■ 67.^ Proposal No. 202 of, :the : White Paper which , deals with transitory 
.provisions has gi veil -rise., to: /many: 'inisapprehensioiiB. Sir Samuel Ho-are 
was, however, closely examifiedb' Both ',by\Mr. Rangaswami Iyengar and 
myself on the 21st' ^uly -as; -to ithe;. meaning and qfect ^ of 'proposal No. 202, 
would invito attention- to' his- Bvidence on” this' point. Briefiy put, 
toBjffeet qi Ms'-statemenVin the, light of /which he said proposal No. 202' 
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siiould be interpreted is that after the setting up of the new constitution 
ill the provinces the constitution of the Centre will hai’^e to be readjusted 
until it is possible to inaugurate federal constitution for the Centre as 
contemplated by the White Paper. During this period there will have to 
be readjustments of ieglslativej financial^ and administrative relations or 
the Centre with the Provinces. Nevertheless the Executive Council of the 
\"iceroT and the Indian Legislative Assembly, including the official bloc, 
will continue on their present basis. He also added that the requirement 
of the previous assent of the Governor-G-eneral to the provincial legislation 
will during this period have to go, excepting where the Statute itself may 
have imposed such a condition. It seems to me that under this arrange- 
ment it will be very necessary to closely examine the concurrent powers of 
the Provincial and the Central Legislature so as to avoid conflicts between 
the two. 

After this statement by Sir Samuel Hoaxe I was naturally anxious to 
find out from him as to when he envisaged the Federal Constitution to come 
into operation. He could not commit himself to any point of time owing 
to the uncertainty of certain essential factors, but he said, we are doing, 
and will continue to do, all in our power to satisfy the conditions which 
the White Paper lays clown as precedent to Federation.’' He thought, if 
the financial conditions are such as to justify the institution of Provincial 
autonomy, then . . . they are very much the same kind of financial con- 
siderations that would not necessitate any very great delay in bringing 
into operation the Federal Centre.” I do not wish in any degree or 
measure to throiv any doubt on his desire to achieve an early fruition of 
his proposals both with regard to the Provinces and the Centre, but again, 
bearing in mind the uncertainties of the situation and the slowness with 
which ordinarily the official machinery works, I must express my concern 
as to the entire situation. I can only express the hope that the transitory 
provisions contemplated by proposal No. 202 may not be in operation for 
more than a year or so. 


Amendment or Constituent Powers. 

53. The subject of constituent powers is dealt with on pages 64 and 65 
of the report of the Third Round Table Conference, I submit that the 
constitution should provide for such powers being vested in the Indian 
Legislature. The class of subjects which may be included within the ambit 
ot these powers, the conditions on the fulfilment of which these powers may 
be exercised, mid tbe time when they may be exercised should all be laid 
dowm. His Majesty’s Government express the view in paragraph 5 of the 
Report of tbe Third Round Table Conference (page 65) that the authority 
of Parliament to decide any issues ivhicli might present themselves involv- 
ing changes of a substantial character in the Constitution should be left 
unimpaired, but that they undertake to see that any provisions designed 
to set up a machinery which might obviate the disadvantages and incon- 
veniences to be contemplated from the lack of means to secure anv altera- 
tion of the details of the Constitution should be framed. As illustrating 
this 1 may refer to the question of the expansion of franchise after a certain 
time^ and also to the revision of the communal award, subject to the 
conditions laid down therein. I might refer to; Section 152 of the South 


^■ 274 ' 


EEGOEBS, ■ .OF THE ; JOI2^T COMMITTEE 


16^ Novenihris, 1933.] 'MemoeianbtjK'' , 

':BY Sm .:Tej .Bahabur' Saphu, , K,.C.S.I.: , „ , ■ 

. .Africa Act. as a precedent for laying .-down, the,' time, limit ' within which' 
'■."certain,' p.roTisioiis (such .'as those relating to .NatiYe. Affairs);, coiild':., not,. 
.,, be aiiie.nded miitil the exipiry of a ' certain period and . \¥ith.oiit a , certain 

■ 'rnajoritjrt. ' Having regard to. the scheme of the' White Paper which ■, pro- 
'.' Vides for certain. Reserved Subjects, the' powers of amendnieiit .iYill .prohably.: 

be of a limited character' unless ' as ' indicated iii' another paiT ;of this, 

■^he'^ constitution provides "'a .special, machinery 'for effecting, „tha .transfer :„of;; 
those subjects. I would, therefore, suggest that a list of those matters 

■ which may. fairly admit of amendment hy the ■ Iiidian , Legislaiire',..' should ,. 
;''.be„prepa.red, and i.ncorporated: in the Act. ■ ' As, a ■guide .to .these' details,'.! ,;iiiay: 

refer to schedule 5 of the present Government of India Act though, no 
doubt, there will be many more matters 'which will be admissible in the 
list of subjects in regard to which the .Indian Legislature should possess 
the power of amendment. 


P.ROVINCIAL ■Constitution. 

o9. The essential featurevS of the constitution for the Provinces outlined 
in the Yvhite Paper are: 

(1) That there are to he Reserved Subjects, every subject being 
transferred to the control of and administr'ation by the 
Ministers; 

(2) That collective responsibility of Ministers is to be aimed at; 

(3) That the Governor is vested with certain special responsibilities. 

60. A great deal of evidence, mostly of the representatives of the various 

services, has been led before the Gommittee, and the entire position has 
been explained at length by the Secretary of State in the course of his 
evidence. On the question of the safeguards and the power of the 
Governor to make and promulgate Ordinances, I have nothing to add to the 
note which I submitted at an early stage of the proceedings of the Coni” 
mittee. I request that it may be read as a part of this Memorandum. 
As regards the special procedure provided by Clauses 92 and 93 for the 
passing of the Governor’s Acts, I would -point out that the legislature 
contaiiiiiig no official element, the Governor will have no machinery at 
his disposal by the use of which he can secure the progress of such a Bill, 
and it would not be fair to the Ministry to secure the co-operation and 
support of, say, the leader of the Opposition, Further, it seems to me 
that this procedure is calculated to blur the line of responsibility of the 
Minister, and the Governor may, in seeking to test public opinion, under- 
mine the authority of the Minister, and if the Legislature refuses to 
accept his recommendation, his own authority will be undermined. 

The important points which have emerged in the course of evidence may 
be tabulated as follows: 

- (1) Whether law^ and order should he transferred in the Provinces; 

" : ^ (2) Whether, if law and order are transferred in the Provinces, it 

is necessary or desirable to- make any special provision for coping ivith 
^ '■h..:.-what IS called the Aerrorkt -movement ; 

(3) Whether the InspectprrGeneral of Police-'' should be, treated on 
a ' special footing' "in * the,' matter of having a' direct access to the 
Governor; •; ' - ' : T . ‘ ; 
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(5) Whetiier in tlie constitution of tlie Provincial Executive ^ the 
principle of the Cabinet system, under which there is a Prime Minister 
and other BCiiiisters are appointed upon the selection made by him, 
should be followed from the start ; (b) whether the Cabinet might con- 
tain a non-elected Bliiiister appointed upon the recommendation of the 
Prime Minister of the .Cabinet; 

(6) Whether there shall be Second Chambers in the Provinces. ^ 
I shall now briefly deal with these questions. 

61. As regards 1, 2 and 3, I think it necessary to state the Inclian position 
as I conceive and interpret it. 

Ail the three Round Table Conferences have unanimously recommended 
the transfer of law and order, and both the Labour Government and the 
National Government have been parties to this recommendation. The 
Simon Commission also recommended the transfer of law and order, though 
it contemplated the inclusion in the Cabinet of a Minister drawn from 
official or other non-elected sources, who would not necessarily be in charge 
of law and order (vide paragraph 64 of Voi. 2, p. 48). Indian opinion 
treats this question as resjudicata, hut quite apart from the recommenda- 
tions of the Round Table Conference, His Majesty^s Government, the Govern- 
ment of India, and the Simon Commission, it seems to me that there are 
very weighty reasons for the transfer of law and order. 

62. Firstly, the reservation of law and order would mean in actual 
practice the concentration of all attack in the Councils on that single 
department, and prevent the groTvth of that sense of responsibility and 
harmonious co-operation between the Legislature and the Government, 
without which the success of the scheme must be seriously imperilled. 
Secondly, the policy adopted in a transferred department may give rise to 
a delicate situation in the sphere of law and order, and the Police may be 
asked to implement or execute such a policy. For instance, it is con- 
ceivable that a policy adopted, in the domain of land revenue^ excise, 
religious endowments or forests, might easily create difficult and awkward 
situations for the agency of law and order. To reserve law and order and 
to transfer other subjects is to create opportunities for friction and to 
court the failure of the entire Government. 

63. I ha^o no doubt that an Indian Government, even though it may be 
responsible and subject to i>olitiea] pressure, as other responsible govern- 
ments are, can effectively maintain law and order. I have equally little 
doubt that the reservation of law and order will be looked upon by Indians 
as a serious reproach to Indian character and cai>acity and imperil the 
success of the entire scheme ; it will not amount to even provincial 
autoDoiny, and I am confident that no section of Indian opinion can support 
or will be j>repared to work such a scheme. 

64. It has, how'ever, been suggested in certain quarters that law and order 
should not be transferred in Bengal, in view of the existence of the terrorist 
movement there, I tliink it would he most unfortunate to discriminate 
against Bengal in this respect. So far as it is known, the Bengal Govern- 
ment does not favour the reservation of law and Order. The terrorist move- 
ment has been in existence in Bengal for the last 25 years, and during all 
this period the administration of law and order has been in the hands of 
the official Government, It cannot be denied that the strongest possible 
measures have been taken from time to time in coping with this movement, 
and yet it has not been uprooted. It is brought under control for some 
time, but again it comes to the surface. ThfO fact of the matter is that 
no Government can cope with a movenient ol 'this character unless it lias 
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' ' the active support -of tlie vast majority o£ the people.: I , have 'no . doubt that 

f... ' . ■ the " vast :inaiority of the .people of .Bengal are instinctively op.posed to a 

movement of this. cliaraeter..' Mr. ■■ Page, .in .the course of .Ms 'evidence, ho.w- 
that many people were unable to render, active assistance 
foF feuF of social ostracism. .This may be true of a 
■certain nuinher of people, but it, seems to me that the idea of the fear of 
i-: 'may be 'exaggerated and c.arried :too .far. The only 
r ^way of obtaining the active .support of the vast majority of the population 

Bengal transferri.Bg real’ responsibility to the people themselves. 

' This is bound to have a' desirable reaction on public opinion. 

: Go. It has been also suggested that the special braiicli of the G.I.I). may 

be segregated from the rest and placed in the hands of the Governor. The 
reason which has been assigned for this suggestion is that informers will be 
reluctant to give assistance to the police if they know that their names 
are going to be disclosed to a popular Minister or the Cabinet. It seems 
to me that it should not be dilScult to so arrange things that the strictest 
secrecy ma}' be observed about information of this character, and as a 
matter of practice, the other members of the Cabinet need not be ing^uisitive 
to know the names of the informers. It is in the highest degree improbable 
that a Minister will fail to i*ealise bis responsibility in respect of such 
secret information, or that be will disclose it to others when duty and 
prudence will require that he should treat it as strictly conMeiitial. The 
possibility, also, of Indians rising to the position of Inspectors-General 
cannot be excluded. It seems to me that the argument that informers will 
be unwilling to render assistance if they know that their names will be 
made known to Indian Ministers or Inspectors-General may also be carried 
too far. Whether on administrative grounds it will be convenient to 
segregate the special branch from the rest of the C.I.I)., or whether the 
entire organisation of the C.I.D. can be separated, from the rest of the 
Police, is a matter which, to put it at the lowest, admits of some doubt. 
But assuming that the Governor of a Province finds that the minister in 
charge of law and order is unable to cope with this movement, the White 
Paper proposals give him ample power in dealing with this branch of ,law 
and order. I shall in this connection refer to propositions 69-70 of the 
White Paper. In brief, my suggestion is that no special provision should 
be made in the constitution providing for the segregation of the C.T.B. 
as a whole, or for the segregation of the political branch from the rest of 
the department of law and order. The White Paper amply safeguards 
the position. 

66. The third question as formulated by me above is whether the In- 
spector-General should be treated on a separate footing in the matter of 
having direct access to the Governor. If what is meant by direct access 
to the Governor is that the Inspector-General should be able to approach 
the Gox’^errior over the head of his Minister and take any orders from him 
without the knowledge of the . Minister, then I think it will be open to 
serious objection. Ordinarily, it should not be difficult under the scheme 
proposed by the White Paper,, foir the. Governor to call the Inspector-General 
and obtain such information as he wants from him. Under proposal 69, 

’ he has the power of making \rules, -Further, it is implicit in his special 

responsibility in regard to law and order that he must keep himself in 
touch with important matters connected therewith. Again, under proposal 
.V' , -'i < the Governor has got rtha - power ,,tq; preside at- meetings of his Council 
, , ' - ' of ^ Ministers. .There .are thus/ so imahy.' avenues of information open to him. 
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lie ■would bo able to see the Inspector-General of Police, he said that he 
coiikl meet him on the golf course. In answ’-er to a question put by Lord 
Eustace Percy, Sir Charles limes expressed himself thus: — 

Question: “ Would you make any rule as regards the Inspector-General 
of■■thePolice?”^..■ 

Arisictr: No, I -would not, myself. If I wanted my Inspector-Generai 

of Police, I should play golf with him, or get at him in some way like tliat^ 
I slioui-d ahrays keep in touch with him.’^ 

67. As regards the fourth question, Sir Malcolm Hailey explained during, 
the course of the evidence of the Secretary of State, that in Presidency 
towns, wdiere the Governor is usually selected from the ranks of public life 
in England, and has no local knowledge, it may be necessary to give him a 
Secretary of the standing of a member of the Board of Revenue, or of the 
Executive Council, and that in other Provinces where a Governor, according 
to him, wdil presumably be a member of the I. 0. S., a Secretary of the 
status and experience of a senior Collector, or a Commissioner, may be 
appointed to help the Governor in the discharge of his special responsibility. 

1 would again repeat that the avenues of information open to the Governor 
are many. W'e need not suppose that the Governors of the future wdll be 
wanting in tact, or a keen sense of their duty, or that the Ministers will 
necessarily be perverse and at cross-purposes iwith the Governor. 

68. "With respect to the last question^ it was pointed out by Sir Samuel 
Koare, and, if I may say so, riglrfcly, that, excepting in the case of Ireland, 
in no other constitution of any country within the British Commonwealth of 
Nations is there direct provision for responsible Government, or for the 
collective responsibility of the Ministers. It is true that Sir Samuel Pioare 
at one stage of his evidence said that he would leave all tliis to organic 
grmvtli, but he also made it clear that he w^cis aiming at it and that he would 
not object if the S 3 ’'$teni of a collectively responsible Cabinet was accepted 
from the very beginning. Under the Montagu-Chelmsford Reforms, Madras 
is the only Province w^ere there has been a Chief Minister, and the Ministry 
have from the start worked collectively. In the other Provinces there has 
been at times collective responsibility, and at others it has been absent. We 
cannot a'jfford to take risks in this matter, and I think it is very necessary 
that the Cabinet form of responsible Government should be adopted in the 
Provinces from the eo.mrriencement of the new constitution, and that instruc- 
tions should he definitely laid down to that effect in the Instrument of 
Instructions to the Governo.r, Notwithstanding the fact that separate elec- 
torates are tlie basis of representation, I feel that in actual practice it will 
not be found difficult to get representatives of the minorities to work in close 
co-operation -with the Minister belonging to the majority community. 

69. The last part of question 5 is whether the Cabinet might contain a 

non-elected Minister appointed upon the recommendation of the Prime- 
ACinister, In support of this suggestion, it was pointed out that in England 
Members of the House of Lords who owe . no responsibility to any electorate 
are appointed Siinisters. It ivas further pointed out that in France the 
Ministers of the Marine and War are generally' selected from outside the 
ranks of the elected members. In my opinion, to introduce one feature of 
tho British or French constitution into the proposed Indian Constitution and 
to ignore the rest w’-ouid not be conducive to, the smooth -working of the 
Cabinet, even though such an outsider may ffnd himself placed in the Cabinet 
with the consent of the Prime Minister,'' '■T/cahhot,, therefore, agree to' this^ 
suggestion, ; ■ , , 
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, ' ; ,, Seco.nb'Chaa£be'E's in the Provinces.' 

; . 70; TEe . last question tliat Eas emerged from the evidence .is as to whether 
there.' siioiild or should not be second Chambers in the Provinces.: It will be. 
;':''iiotiGed.,,tliat, so far aS' the White Paper is concerned,, .proposition ,74 'provides' 
for single Chambers, 'in all the Provinces, ' excepting , for Bengal,' the'- IT. .,P.i,. 
and Bihar. In Bengal the total, number '■ of seats proposed in the "Bpper ' 
Chamber is 65: in the U'. P. 'it, is 60; and in Bihar ' it is 30 " (vide' Appem 
,',dix',III, part 2, p..^ 92 of 'the White "Paper)., ,In' iny first note" on the'.' ',saf€'-''^ 
"guards, I have ' already ' discussed- the. 'provisions of ' proposal.," 74 .as . to , "the: 
abolition of a Second Chamber in these three provinces, and the establish- 
ment of the Upper Chambers in those in which they will not come into 
existence at the start of the neiv Constitution. It is therefore not necessary 
to say anything more on this part of proposition 74. I shall however, sub- 
mit a few considerations on the main issue as to whether the provincial 
legislature everywhere should be bicameral. As regards the three Provinces 
which have been selected for the establishment of Second Chambers at the 
commoncement of the Constitution, I believe the decision has been arrived 
at. mainly because they are pre-eminently xamindari Provinces. With refer- 
ence to Bihar, it appears from the evidence of BIr. Siniia that -when the 
question was discussed in the Legislature of the Province in January last, 
the voting was 39 in favour of the proposal for the establishment of a second 
Chamber, and 30 against it. But the 39 voters in favour of the x^roposal 
included non-ofiicials, members nominated by the Governor, and also one 
official, while those against the proposal were ail elected representatives. 
The po.sition in Bengal was more evenly balanced, but there seems to me to 
be little room for doubt that the bulk of general opinion as distinct from 
the opinion of the zamindars is against the establishment of a Second Cham- 
ber there. In this connection reference may be made to the memoranda on 
behalf of the various associations representing the land-holders in the various 
Provinces, and particularly to the evidence of the Maharajah of Biirdwan. 
In the U. P,, too, the Zemindars are strongly in favour of a Second Cham- 
ber, and, indeed, they have suggested that ‘‘the resolution about the aboli- 
tion of the Chamber should be confirmed subsequently by an Act passed two 
years after the election of the new’' Provincial Assembly.’’ (Ykle p. 202, 
No, 7, of the Alinntes of evidence.) They have further “ strongly urged 
that the Second Chamber should become a permanent feature of the Legis- 
lature of these Provinces.” The U, P. Legislature has a very large element 
of the Zemindar electorate, and in judging of the resolution passed in the 
U. P, Council, this fact should not be overlooked. It is perfectly true that 
wherever thei'o are important zemindars there is a demand for the estab- 
lishment of a Second Chamber, but this demand ie not endorsed by general 
X>ublio opinion. I personally have grave doubts as to whether Second Cham- 
bers by themselves can effectively protect the interests of the zemindars or 
otherwise conservative classes, I am also more than doubtful as to whether, 
constituted as the zemindar .class at present is, it can supply a siifncient 
number of men who can effectively discharge the functions of the members 
of an Upper Chamber as in other countries. Nor do I feel so confident as 
Sir Malcolm Hailey seemed to be that it would be possible to secure the right 
type of men from among commercial magnates or retired members otf the 
judiciary. If the Second Chamber’s legitimate function is going to be that 
of a revising body, then I do not expect any such results to follow from thorn 
in the Provinces of India, On the other hand, if they are to function merely 
;as, brakes upon hasty and, illAidnsidered' legislation passed' by the Lower 
,Chainbei«s, one, ought not oYerlodk-’the,'da;nger’— by no mean® imaginary — 
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legislation of a progressiire charact-erj and thus come into conflict with the 
popular Lower House and the general public opinion. There is also the 
question of a greater strain being placed on the provincial purse by the 
establishment of a Second Chamber, and we ought not to overlook it. 

71. The whole position was examined by the Simon Commission in 
Chapter 4, Yol. II, of their Heport. I would refer to paragraphs 113 and 
114, which indicate the views of the Provincial Governments and of 
committees associated with the Commission. In paragraph 116, at page 99 
of their second volume, the Simon Commission express themselves as 
follows : — 

‘‘ It has generally been proposed in evidence before the Joint Con- 
ference to constitute Second Chambers disproportionately representative 
of vested interests. They fear that such Chambers would be regarded 
as an undemocratic instrument of Government, and that ceaseless 
conflict between the two Houses would result. They think that this 
danger Avill be a real one, however the Second Chambers may be formed. 
While a Second Chamber will not be a substitute for the Governor’s 
pO'Wers, its existence may be used as an argument for modifying the 
Governor’s po-wers before this is desirable, and it may support the 
Lower House against the Governor and so increase rather than prevent 
friction between him and the Legislature. So long as- Ministers are 
secured in the support of the Lower House, and so obtain the funds 
which they require, the Second Chamber can exercise little control on 
the administrative side, and it is here that the influence of a Legis- 
lature is most required.” I would further point out that it does not 
appear to me to be the case that the Provincial Legislatures or the 
Government of India consider the establishment of Second Chambers 
in all the Provinces as vitally necessary. We would not propose ”, 
say the Government of India, in paragraph 27 of their Despatch, that 
in any Province a Second Chamber should be made a condition of 
advance. Where local opinion favours and local conditions seem to 
require a Second Chamber, it should, in our view, be set up and incor- 
porated in the Constitution.” As regards the three Provinces of 
Bengal, Bihar and Orissa, and the United Provinces, they accept the 
recommendations of their local Committees, but, as I have submitted 
above, in these three Provinces general public opinion as distinct from 
the opinion of the zemindars or other conservative sections of the people 
is not prepared to support a Second Chamber, I do not wish to under- 
rate the importance of the evidence of the European Association, or 
of the Zemindars’ Association, in regard to this matter, but I am 
bound to say that the case for the addition of a further conservative 
element to a constitution, the striking feature of which is an over- 
cautious conservatism, has not been made out beyond all doubt. On 
all these grounds I am against the establishment of Second Chambers in 
any ' Province. ’ , . ^ 


Public Services. 

72. The question of the Public Services is dealt with at length in the 
White Paper. Eeference may be made to -paragraph 70-73 of "the Intro- 
duction; pages 36-36 and paragraphs .180-202; ' pages 81-201 of the Pro- 
posals and to Appendix VII; page 120,:; In- khe existing Government of 
India Act, the relevant sections are OSb-IOO. ■ . 
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Tile , C/ivii 'Services in ■ India liave witbiii the last eigliteeii or .twenty " ;. 
years, .come .under .detailed review by t^vo Rej’-al . Commissions,' viz.,: ',(1)' Tbe,;' 
Islington .Co'inmission which assembled on 31st December.,.' 1912,, the report,,^ 
of which was submitted on 14th August, 1915, and (2) the Lee Commission 
w-hich submitted its report on 27th March, 1924. 

There were three questions which .were referred to the Lee Commission, 

(a) The organization and general conditions of service, financial and 
, , otherwise, of the Sux^erior Civil .Seiwices in India;:, 

(h) The possibility of transferring immediately or gradiialhr any of 
the present duties and functions to Services constituted on a provincial 
basis; . 

(c) The recruitment of Europeans and Indians respectively, for "which 
X^rovision should be made under the constitution established by the 
Government of India Act, and the best methods of securing and main- 
taining such recruitment. 

73. As regards the Superior Civil Services, namely the Indian Civil 
Service and the Indian Police Service, the Commission made certain definite 
X>rQposals for their Indianisation. Speaking of the Indian Civil Service 
they saj' that in their view’ it is desirable in order not only to carry 
out the spirit of the Declaration of 1917 but to promote an increased 
feeling of camaraderie and an equal sense of responsibility between British 
and Indian members of the Services that the proportion of 50-50 in the 
cadro of the Indian Civil Service, should be obtained without undue delay 
and that the present rate of Indian recruitment should be accelerated iwitli 
this object. They expected to produce a 50-50 cadre in about 15 years by 
which time the whole situation would again have to come under review 
by the Second Statutory Commission, As regards the Indian Police Service 
they recommended that of every hundred recruits for this Service, fifty 
should be Europeans recruited directly, thirty should be Indians recruited 
directly, and the remaining twenty obtained by promotion from the Pro- 
vincial Services. And they expected that the corresponding cadre of 50-50 
would be reached in about 25 years in the Police Sei'vice from the date 
when the new scheme of recruitment comes into operation. (See para- 
graphs 35, 37, pp. 18, 19 of the Lee Commission.) 

74. I need not refer in detail to the recommendations as to the Indian 
Forest Service of Engineers, the Indian Agricultural Service, the Indian 
Veterinary Service, etc., and the Central Services wdiich they discuss (see 
page 21, of their Report). 

The essential point which emerges from the White Paper is that ” at 
the expiry of five years from the commencement of the Constitution Act 
a statutory enquiry will be held into the question of future recruitment 
for the Indian Civil Service and the Indian Police, and the Governments 
in India will he associated with the enquiry. The decision on the results 
of the enquiry will rest with His Majesty’s Government and will be 
subject to the approval of both Houses of Parliament. Pending the decision 
to this enquiry the present - ratio- of British and Indian recruitment will 
remain unaltered. The question of continued recruitment by the Secretary 
of State to the Superior --Medical’^ and Railway Services is under examina- 
tion**., His Majesty’s- Gpyernment hope to sufomib theiir recommendations, 
on this matter later to the Joint .Select Committee ’’ (vide para. 72 of the 


Inti^nction 
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tliat for tlie IiHlian Civil Service and the Indian Police Service recruit- 
ment should continue to be carried out on an Ali-India basis, but the 
majority of the Committee were of the opinion that recruitment for 
judicial officers should not longer he made in the Indian Civil Service, 
and the Indian Forest Service and the Irrigation branch of the Indian 
Service of Engineers should be provincialised. Mr. Shiva Rao and 
Mir. Tambe desired to record the view that all services should be Pro- 
vincialised forthwith. Dr. Anibedkar, Mr. Zafruila Khan and Sardar 
Sainpuran Singh were averse to further recruitment on an All-India 
basis fo?j the Indian Civil Service and the Indian Police Service save 
in respect of the European element in those Services. The majority 
of the sub-committee were of the opinion that in the case of these two 
Services it ivas desirable that some recruitment of Europeans shoiikl con- 
tinue. On the question of the ratio there was a difference of opinion, 
some holding that for the present recruitment should continue on the linevs 
laid down by the Lee Commission^ while others would prefer that the 
matter should be left for decision by the future Government of 
India. Irrespective of the decision that might be reached as to the ratio, 
the majority of the sub-committee held that the recruitment and controlling 
authority in the future should be the Government of India. They would 
leave to that authority the decision of all questions such as the conditions 
of recruitment service, emoluments and control. A Minority thought 
that the recruiting authority should be the Secretary of State. But 
even they consider that adequate control over the members of the Services 
should be secured to the Indian and Provincial Governments under the 
Devolution Rules. 

76. It seems to me that the provision in the White Paper for a Statutory 
enquiry after five yeai-s into the question of future recruitment for the 
Indian Civil Service (vide paragraph 72 of the Introduction) is incon- 
sistent with provincial autonomy and responsibility at the Centre. I 
am personally in agreement with the views of the majority of the •Sub- 
Governments of the future desire to have any European element in their 
The position that existed at the time of the Lee Commission has materially 
changed since the Round Table Conference was called. To give the 
provinces autonomy and the central government responsibilitAJ- over a 
large field of administration and then to withhold from them the power 
of recruiting their Public Servants and exercising control over them, 
subject no doubt to ample and effective safeguards of their interests, is 
not only to deny a very material element of responsibility, but is also 
calculated to have undesirable effects on the mutual relations of the 
Services and the Indian Legislature and the Minister. Further the Indian 
Legislature of the future should be vitally interested in making every 
possible economy in public expenditure and there does not seem to me 
to be any valid reason why the future Government in India should he 
made to submit, in the case of future recruits, to the scales of salaries 
prescribed by the Secretary of State. It has been urged in certain quarters 
that the right type of English recruits will not he available for these 
Services unless they are recruited by the Secretary of State. If the Indian 
Governments of the future desire to have any European element in their 
Services they must bo left free to exercise their optmn in the matter. 
It may be presumed that if they will want European recruits they will 
have to offer sufficiently attractive terms to. "them-, ■ ‘Upon a broad view of 
the, matter I urge that there should be/no ' further ' examination of the 
question after five years by another Commission. ' I think effective decisions 
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"slioiild be arrived '.at .now and the question should no longer he left, as :ah" 
open ■■■one..' ' 

'77. As regards the Superior Medical and Railway Services, the recoin- 
. mendations^ of His Majesty’s Government have not jet been placed hefore 
^the Joint' Select Committee,, hut I am generally in agreement with' para- .' 
graph 44 of the Services Sub-Committee. 

^ 78. I have submitted above that in my opinion the recruiting authority, 

after the promulgation of the new Constitution should be the C4overnnieiit 
.' of India. It is only necessary to -.add that .1 am. assuming ' that the'- Govern- 
ment of India will, for the purpose of recruitment, make use of the 
machinery of the Public Service Commission, and rely on their teclmical 
knov/ledge and impartial judgment and advice. 


Rights and Interests op the Services. 

79. No less important than the question of future recruitment is the 
question of the rights and interests of the Services, It is necessary to 
point out that the Statutory provision governing the rights and interests 
of the Services is to be found in Section 96B of the Government of India 
Act. Rules have been framed according to that section. The last set 
of Rules so far as I know were published in June, 1930, and are known 
as Civil Service (classification, control and appeal) rules. Most of the 
items in Appendix 7 of the White Paper are based on Section 96B of 
the Classification Rules. I have no desire whatsoever in any degree or 
measure to prejudice the Services in respect of their salaries, emohiraents 
and pensions which must in my opinion be given every effective protection, 
but I would point out that the proviso to- Section 96B and its provisions 
require to be analysed before a correct view of the position can be taken, 
Under that section the Secretary of State in Council has the power to 
make rules for (a) regulating the classification of the Civil Services in 
India, (b) the methods of their recruitment, (c) their conditions of service 
pay, allowance, and discipline and control. The rules referred to deal 
wdth these matters and the section itself x>^'ovides that such rules may, 
to such extent and in respect of such matters as may be prescribed, 
delegate the power of making rules to the Governor-General in Council, 
or to local Governments, or authorise the Indian Legislature or local 
Legislatures to make laws regulating the Public Services. It -would thus 
appear that under the existing Act itself, the Secretary of State in 
Council could delegate his powers entirely if he liked in respect of the 
Services not only to the Government of India or the local Governments, 
but also to the Indian Legislature and the local legislatures. This wms 
at a time when full Responsible Government was not set up in the Pro- 
vinces and the Central Gover-nment contained no element of responsibility 
to the Legislature. It seemsi .-to me, therefore, that under the proposed 
constitution there, should he an advance upon the position prescribed by 
'the Section 96B of, the Gdvefnthent of India Aet.^ I feel that the pro- * 
’ poeals in the White Paper- instead, of. being in advance constitute a distinct 
' set-back at any ^ rate . the time , being., ^ ! ■ - . - v 

'80. Coming next 'to the proviso fk wdj.be noticed -that according to it every 
•'petson appointed before: the^cdm1meneemeht,'of .the' i3k>verninent of India Act 
' bf '10l9by;ihe Seeretary/ol'Btatb.ii.^'^heil if Civil Service of the Grown 
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in India sliall retain all his existing and accruing rights or shall ^ receive 
such compensation for the loss of any of them as the Secretary" of State in 
Council may consider just and equitable. The Act therefore |>rotects the 
existing or accruing rights of persons appointed before the commencepaent 
of the Gvovernment of India Act, 1919, apparently because oncers appointed 
before 1919 entered the Service at a time when the policy of Parliament for 
the future Government of India a® declared in the preamble of the Govern-^ 
ment of India Act, 1919, had not been declared. The men who joined the 
Service after 1919 must be presumed to know that policy and to realise that 
that policy wmuld be fulfilled -within a reasonable distance of time. 

81. In this connection I would draw attention to ejuestion No. 187 on 
page 31 of the Minutes of Evidence, which I put to Sir Jon Kerr, and Ms 
reply .to . it, ' 

Question. Accoi'ding to jmur viexv of the matter, do the men who entered 
the Civil Service, say in 1920, or at any time since 1920, stand exactly on 
the same footing in regard to these rights a® the men who entered the Civil 
Service before 1919? 

Answer, We do not say that they do under the law, because the law does 
make a distinction between persons appointed before and after 1919. 

Question. I am asking you that, from your point of view, you think it ex- 
pedient and desirable that those men should also get the protection that you 
yonirself have had? 

We think it just that they should.’’ 

82. On grounds of justice and expedience I myself would not make any 
distinction between the pre-1919 and the post-1919 men so far as the con- 
ditions of their pay allowances, etc., are concerned. I am prepared to go 
further and say that if the pre-1919' men insist on conxrol being exercised 
in respect of their discipline and conduct by the Secretary of State I would 
not object to this anomaly w^hich would be of a temporary character, but in 
regard to all other officers I -would strongly urge that the centre of control 
should be transferred from London to Delhi. Logically speaking their con- 
trol should be in the hands of the Federal Government assisted by the Public 
Service Commission, but rather than have the control of the Secretary of 
State over these officers I would urge that it should be transferred -to" the 
Governor-General for some time to come who might similarly be assisted by 
the Public Service Commission, leaving it to the development of the Consti- 
tution to facilitate the transfer of the control to the Federation Government. 
In other words, I suggest that in respect of officers appointed after 1919 up 
to the date of the new constitution, and in respect of officers appointed after 
the setting up of the new constitution the Governor-General should be the 
final appellate authority for the time being leaving it again to the develop- 
ment of the consti-t«ution to transfer the control of the Governor-General at 
his discretion to the Federal Government. 

83. Tlie next important point which arise® relates to the interpretation of 
the expression “accruing rights” in the proviso of Section 96B quoted 
above. In this connection I -^mukl draw attention to the despatch of the 
Secretary of Stafce dated 26th April, 1923 <vide paragraph 81 of the Lee Com- 
mission Report— pages 46-48). The Secretary 'of -State at that time con- 
sul feed the law o-fficers of the Grown, and he Was advised by them that the 
words “accruing right®” in Section B96 (a) A* means, all rights to which 
members of the Civil Services are entitled,., whether by statute or by rule 
having statutory force, or by regulation in:-force at the time of their entry 
into service. They do not, however,, include prospects of promotion,, except 

. ^ in case where the promotion is no more .than 'ad'^ancement by seniority to 
^ increased , pay, as in the case of the, various -appointments borne upon the 
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.orcliiiaiT lists of tiin of .pay. In particiilarj, .tliey clo not apply;. to. 

general expectations of possible appointment to offices, aacli as those of a 
Conimissionei' of a Division, which are not iiiclnde'd in the ordinary time- 
scale lists, .and the filling of which involves selection by merit. I am advised , 
'/■'accordiiigly: that .the .abolition of ®nch appointments would give .rise, to iio.. 
claims: to Compensation except, to. persons who were '.actually holding ttieiii.'.at:: 
#in 0 time of their abolition. I am further advised that no method of fiHiug 
such appointments which is not inconsistent with the Statute, even thougli 
itTeduced the' expectations of members of a particular , service, ,, would ...give,. 
I’ise to any eiaiin to compensation on the part of any person wiiose actual 
tenure of an appointment was not thereby affected. I trust, therefore, that 
difficult as these words may be of interpretation, the authoritative opinion of 
the law officers of the Crown will be accepted. Appendix VII (e). 

84. Coming then to the list of rights in Appendix 7 of the White Paper, 
it is not my'^intention to deal wdtii each item separately. I have indicated 
my views in the preceding paragraphs as to the guarantees to be given to 
the Indian Civil Service as regards their pay, allowances, emoluments, leave,, 
pensions, etc., and also as regards the transfer of the control over the post- 
1919 members of the Services from London to Delhi. There are just a few 
points that I shall now refer to. 

85. Item No. 9 secures to the Services the reservation of certain posts to 
members of the Civil Service. This must be read with Section 98 of the 
Goveimment of India xlct and the third schedule to it. In the ordinary 
course, in the vast majority of cases, members of the Indian Civil Service 
will rise to occupy many of the appointments mentioned in the third schedule. 
But in the altered state of things there does not seem to be any reason why 
the reservations provided by the third schedule should continue to exist. 


86. Item No. 11, which is based on Classification rule No. 25, further pro- 
vided that posts borne on the cadre of All-Indian Services shall not be left 
unfilied for more than three months without the sanction of the Secretary 
of State in Council. Whatever justification there might be for such a rule 
under the present system there does not seem to me to be any for continuing 
it in future when the Provinces will be autonomons and there will be respon- 
sible government both in the Provinces and at the Centre. The possibility of 
economy to be effected by appointing efficient men belonging to the Provin- 
cial Service to such vacancies should not be excluded. 

87. Another right which calls for some remark is that contained in 
item No. 15. Ordinarily the proposals for the posting of an officer of an 
All-Indian Service proceed from the Chief Secretary of a local government, 
who has ahvays been a member of the Indian Civil Service, and it may %veli 
be presumed that under the new scheme they will be dealt with by the Chief 
Secretary or some other Secretary and the Minister will have neither the 
time to go into nor the necessary knowledge about matters of this character. 
I should not presume that Ministers , would deliberately act to the disad- 
vantage of an officer of an All-India Service. I cannot, therefore, agree to 
the proposal that in such matters, the personal concurrence of the Governor 
should be required. While I appreciate the desire to protect the Public 
Servants against loss or inconyenience resulting from unjust orders of post- 
ing, it seems to m.e to be' necessary' to bear in mind that nothing should be 
done to undermine the authority: Or the .'prestige of the Minister. 

^ , 88. Another important matter .which calls for notice is that contained 
in, item No, 18, and that -relateb 'to-bhevright 'of ' cerain officers to retire 
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Services, a rule sliould be made and a danse inserted in their contracts 
to the like eiTect, that if and when, the field of service for which they 
have beer, recruited is transferred it shall be open to them either: — (a) to 
retain their All-India Status, or (h) to waive their contracts wdth the 
Secretary of State, and to enter into new contracts with the Local Govern- 
ments concerned, or (c) to retire on proportionate pension; the option to 
remain open for one year, from the date of transfer.’’ “This concession,’’^ 
the Lee Commission recommended, “ should also be extended to all officers 
who joined the Services since January 1, 1920.” It seems to me that 
item 18 of ^Appendix 7 goes beyond even this limit within which the 
option to retire on proportionate pension is to he exercised. 

89. Two more points remain to be considered. It has been sugge^sted 
in the memorandum of the Indian Civil Service Association that “ the 
Governor-General or the Grovernor might be empowered, in view of a 
xmssible deficit, to issue such instructions to the audit officer or the 
authority responsible for arranging ^ Ways and Means ’ ; as would secure 
this result. 2. The family pensions and funds that have been established 
under rules framed by the Secretary of State, require equal protection. 
These rules have been framed under sub-section 4 of Section 96B of the 
Government of India Act, and as stated in loaragraph 73 of the Introduc- 
tion to the White Paper, the assets of these funds must he recognised as 
constituting a definite debt liability to the Government of India. The 
Indian Civil Service Association is strongly of the opinion that sterling 
funds should be established in England to give the liabilities arising under 
this heading a chance.” 

As regards 1, it is scarcely conceivable that the Indian Ministers will 
be so dead to their sense of respansibility in regard to the regular and 
punctual payment of the salaries of the Public Servants as is appre- 
hended. Further it is feai'ed that this View overlooks the constitutional 
position regarding the withdrawal of the money from the Treasury by the 
Ministers. It is difficult to believe that if a Minister wmnted to draw 
money from the Treasury for any social services at the expense of funds 
reserved by the Legislature or by the Statute for other purposes, he would 
be allowed to do so. 

If it is worth while having a new Constitution with a responsible Indian 
Go%^ernment, it is also worth while trusting it to discharge those obvious 
obligations which will rest upon its shoulders. I need scarcely point out 
that the salaries of the All-Indian Services will be protected by the Statute 
and we may w-ell presume that the Ministers will not be so foolish or 
reckless or devoid of a proper sense of their duty in the matter as to leave 
no money in the till for the payment of the salaries. 

90. As regards the second point, I would refer to question No. 30 put by 
'Sir Reginald Craddock to Sir Charles Fawcett, and his answ’-er to it, 
(Pages 1445 of No. 1 of the “ Minutes of XJnrevised Evidence.”) The 
point was further elaborated by the witness, on page 18, as follows:-— 

“ We cannot be sure that India will remain solvent, and that salaries 
and pensions -will be forthcoming out of Indian revenues. We know that 
an iiifhientia] section in India is fiatly hostile to us, .and constantly 
preaelies that ihe payments due to England from India amount to a 
ruinous imposition and should be repudiated.” They then refer to the 
example of Ireland and to Mr. Lang’s ^ government in New’ South Wales, 
which they say should be taken to beatt, though they go on to say, that 
they do not distrust moderate and resip.omible Indians, b\it greatly distrust 
the extremist section and their policy . tha,t. may ,, impair the solvency of 
India under the new regime, , - ' ' / ' • ’ . . / 
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'T 91, '. S:i:rT,,^ Tloare Bas pointed out T-iiat the figm'e inchiding '' botli'; ^ 

''a.iid civil .pensi^^^^ is ahouf £50,0€0,000, sterling. In' fairness, to, 
„tlie 'extremists.’'’ in India I may .point out dhat,.''.to . the ' hest./'of , niy.;^ 
.■:lm; 0 -wledge .they' 'have 'never sought to repudiate the .peiisioiis ,of th€,,P'ii'b.lie': 
-'Servants. . In this • connection I would recall what 'Mr. Oaiidhi ..himseif' ,. 
said in his speech on the financial safeguards ' at; a . meeting of the 'Federa'l"' ' 
rStructure Committee held on ■■ November 25, .1931..., 

'‘'hi ^want,’"’ said Mr. Gandhi., to .say that the Congress:' lias ..never., :su'g-,;:' 
■.'gested, as it has 'been wiciously suggested against it, that one single ; farthing.;:;^ 
'. of ' National obligations '.should : ever .. be repudiated, by the.^ Congress, i Wliat.':';': 
Congress has further suggested is that some of the obligations which are 
supposed to belong to India ought not to be saddled upon India, but should 
be taken over by Great Britain.” I have considered it necessary to quote 
this passage to show that in the first place the pensions of retired officers 
have never been repudiated, and in the second, the general charge against 
the Congress, that it repudiated the national debts, is not borne out by 
the statement of Mr. Gandhi. If Mr. Gandhi and the Congress want an 
examination of certain financial obligations, they cannot be seriously blamed 
when one remembers that it was upon the persistent representations of the 
Government of India in regard to India’s liability for capitation charges, 
and some other claims, that a tribunal was appointed last year to investi- 
gate this problem. It submitted its report early this year, ivhich is still 
engaging the attention of His Majesty’s Government. 

92. To come back to the main point it is out of the question and I 
cannot conceive the possibility of it, that the pensions of retired officers 
should be imperilled in any manner. Under the White Paper scheme the 
powers of the Secretary of State and the Governor-General are more than 
ample to enforce these obligations in the event of any breach. To impose, 
however, a condition that a capital sum of £50,000,000 sterling should he 
now invested in Trust Funds in England for this purpose would cripple 
the resources of the Government of India. 


Public Sebyice Commission. 

93. Paragraphs 195-201 deal with Public Service Commission, There will 
be a Federal Public Service Commission and a Provincial Public Service 
Commission for each Province, but by agreement the same provincial com- 
mksion will be able to serve two or more i^rovinces jointly. The jarinciple 
of api>ointing the Public -Service Commission is much to be commended. 
These Commissions should be absolutely independent bodies free from all 
political influences, possessing definite powers and discharging definite iiine- 
tions. I cannot, however, agree with proposal 196 which provides that the 
members of the Federal Public iService Committee will be appointed by 
the Secretary of State who will ; also determine their number, tenure of 
office, and conditions for servicp, including pay, allowances, and pensions, if 
any. No doubt this is quite consistent with the general policy regarding 
the Services adojited in the White Paper, a policy which seeks to preserve 
the authority and control oiihe . Secretary of Btafee over some of the Public 
Services for: some time> , to :.,'eom6,:y I;. '.personally -hold that while the Con-' 
■ stitution , shoul^l provide;ioi^’%he;-\apipdihtment of Public Service Commissions' 

X. ^ appoluted to them, 
proposal 196 should' 
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be transferred to tlie Federal Governnieiit or at any rate to the Governor- 
General acting at his discretion for a short period not exceeding five years, 
after iwhich the powers should devolve upon the' Federal Government. ■ ' The 
position taken in the White Paper in regard to the Public Service Com- 
mission does not seem to me to be in the nature of any advance upon 
the present position as laid down in ^Section 96C of the Government of 
india'.'Act.' 


Seceetaey oy State's Advisers. 

94. Paragraphs 67-69 deal with the Secretary of State's advisers. It 
is })roposed now’ to abolish the Secretary of State's Council and to enable 
the Secretary of State to appoint not less than three, and not more than 
six advisers (at least two of whom must have served the Crowni in India 
for not less than ten years) to hold office for five years. The Secretary 
of State will he free to consult these advisers, either individually or 
collectively, as he may think fit. But he will be required not only to consult 
them, but to obtain the concurrence of a majority of them on the draft of 
any rules regulating the Public Services in India, and in the disposal of 
any appeal to him permitted by the Constitution, from any member of 
those Services. 

We are further told that the conception of the Secretary of State in 
Council of India as a statutory corporation for legal or contractual pur- 
poses is ■'.vholly incompatible alike wdth Provincial self-government and with 
a resx)onsihle Federal Government. This being so, there is obviously no 
occasion for the maintenance of the Council of India, the Statutory duties 
of wdiich are laid down in the existing Government of India Act. (See 
sections 21, 22, 28-32.) 

It does not, therefore, seem that it is necessary for this purpose to have 
as many as three or six advisers for the Secretary of State. In view 
of the opinion wdrich I have expressed in regard to Public Services, it 
seems to me that even the number of three admits of reduction. 


Judicature. 

9o. Part IV of the White Paper deals with the judiciai\y in India. It 
provides for (1) the establishment of the Federal Court. (2) The Supi'eine 
Court and (3) the maintenance of the Provincial High Courts. So far as 
the need for establishment of the Federal Court is concerned it is made 
out clearly and cogently in paragraph 62 of the Introduction. In a Con- 
stitution created by the federation of a number of separate political units 
and providing for the distribution of powers between a Central Legisla- 
ture and Executive on the one hand and the Legislatures and Executives 
of the federal units on the other, a Federal Court has always been recognised 
as an essential element. Such a court is, in particular, needed to interpret 
authoritatively the Federal Constitution itself. 

It is propased in the White Paper that the Federal Court should possess 
both an original and an appellate jurisdiction. Perhaps it may be necessary 
to revise the language of propositions I56-15S. It is not intended to oust 
the jurisdiction of the Privy Council. -■ AH '.that is aimed at, and all that 
should be aimed at, is to restrict the right- 'of Appeal to the Privy Council, 
to such decisions of the Federal Court m may involve really important 
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questions relating to: the interpretation of .the ■ Constitution Act, or . .any ' 
■rights and obligations arising thereunder. In such appeals it may not 
aluniys be possible to go by the i)ecuniary value of the matter iiivolved 
in the case; the true test should be the nature of the question involved,, 
and no appeal should lie to the Privy Council ordinarily, without the leave 
of the Federal Court. This will not, however, affect the right of the Privy 
Council to grant special leave in any case in which they may deem it 
to do so. 

96. It will be noticed that loroposition 156 seeks to provide for an appeal 
from a decision of the High Court to the Federal Court, in any case which 
involves the interpretation of the Constitution Act, or a determination 
of any right or obligation arising thereunder. Presumably the Federal 
Court" is intended in such cases to exercise jurisdiction over Courts in 
Indian States in cases of the above description. 

97. Proposition 157 lays down that an appeal to the Federad Court 'will 
be by way of a Special Case on facts stated by the Court from which the 
appeal is brought. Procedure of this character is not unknoivn to Indian 
law; and one advantage in adopting this procedure may be that it will 
meet the point of view which has been put forward by some of the repre- 
sentatives of Indian States. It must be borne in mind that in India there 
is a large number of jurisdictions and this frequently gives rise to much 
confusion. There is a very wide difference between the jurisdiction of the 
Bevenue Courts and that of the Civil Courts, and in some provinces legisla- 
tion has been passed providing for reference to a civil court in a case 
pending before a Revenue Court, which involves the determination of an 
issue of title. On the whole this procedure has worked well, and I take 
it that proposal 157 is an adaptation of that procedure. Reference may 
also be made to the ordinary practice in Income Tax cases in India, where 
under certain circumstances a question of law is stated by the Income Tax 
authority for the opinion of the High Court. I am, therefore, prepared to 
support the principle involved in proposition 157. 

98. Attention may in particular be drawn to two other i^roposals — 160 and 
161. The former provides that the process of the Federal Court will run 
throughout the Federation, and , w-itliin those territories all authorities, 
civil and judicial, will be bound in any place within their respective juris- 
dictions to recognise and enforce the process and judgments of the Federal 
Court; and all other Courts within the Federation wall be bound to 
recognise decisions of the Federal Court as binding upon themselves.” 
It has been suggested on behalf of the Indian States, that when a matter 
relates to an Indian State the order of the Federation should be executed, 
not in the ordinary manner in which the orders of an appellate Court 
are executed by Courts subordinate to it, but by reference to the Executive 
authority of the State concerned. In the memorandum x^resented on behalf 
of the Chamber of Princes by Mir Maqbool Mahmood, Dr. P. K. Sen, and 
BIr. K. Bi. Panikkar, they say It seems desirable to provide that in 
the case of judgment against a federating State, the remedy should be 
sought only from the Government, of the State concerned. In the case 
of a State failing to execute the judgment of the Federal Court, within 
a reasonable time, the authority \ q£ the Viceroy could be invoked.” This 
suggestion seems to me to.be wholly opposed to the basic principle under- 
lying Federation and to the whole recognised Judicial procedure governing 
the enforcement and execution' 'of the/ orders- and judgments of Superior 
Courts by subordinate Courts. . It should not be for the governiriGBt of 
the State concerned or, m the last resort, for the Viceroy, to attend to 
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to the State Courts themselves. Conformity to the ordinary practice will not, 
in my opinion j be any invasion of the ' sovereignty of an Indian. State, m 
as mueli as' upon a proper view of the matter, the Federal' Court will not 
he foreign court, hut will be as much a British' Indian Court as, an Indian 
State’s .Court. 

, , ''99. , I would strongly support the" ' provisions , of propasitio.n 161 .which 

, 'give the Cover nor-Gene.ral the 'power .to ■ refer "to the , Federal Court, fo'^ 
the hearing and consideration in any justiciable matter which he considers 
of such a nature and of such public importance that it is expedient to 
obtain the opinion of the Court upon it. Advisory jurisdiction is already 
exercised by several High Courts in India, and it may be a very beneficial 
jurisdiction for the development of the Federal Constitution. 


The Supe-eme. Court. 

100. That there is a general demand for the establishment of a Supreme 

Court, seems to me to be without any doubt. I am at the same time 
bound to point out that opinion in Bengal is not favourable to it. The 
question was discussed at length at the Hound Table Conference. The 
immediate establishment of the Supreme Court is opposed first, on the 
ground of finance and secondly, on the ground that it is not desirable to 

abolish the jurisdiction of the Privy Council. As regards the first no 

estimate has been prepared showing the impossibility of establishing the 
Supreme Court within reasonable limits of expenditure. I cannot believe 
that we can require as many as twenty to thirty judges for the Supreme 

Court. I should think that for some time to come a Court consisting of 

ten to twelve judges could adequately deal with appeals coming to it from 
the High Courts. Further it may he pointed out that much" of the cost 
will be met by fixing proper scales of Court fees. The highest number of 
appeals that come up to the Privy Council from India in any given j’-ear 
may roughly be put down as 100 to 125, though the number is generally 
less. However, if we treble this number of appeals to the Supreme Court, 
a Court of twelve judges should not find it difficult to cope with the work. 
Bhirther it should be i3ossible to restrict the number of appeals to the 
Supreme Court by making other suitable provisions, or by raising the 
pecuniary appealable limit. As regards the second ground, namely, that 
it is undesirable to abolish the jurisdiction of the Privy Council, it has 
never been suggested that the jurisdiction of the Privy Council should be 
abolished. Even in the case of the Dominions, appeals come very frequently 
from Canada, and they come also, though less frequently from the other 
Dominions. What is suggested is that appeals should lie to the Privy 
Council only upon a certificate given by the Supreme Court. 

101. As regards appeals in criminal cases paragraph 166 provides appeals 
in such cases wdiere a sentence of death has been passed, or where “an 
acquittal on certain criminal charges has been reversed by a High Court. 
I apprehend that appeals in criminal cases where a sentence of death has 
been passed may tend to overburden the Supreme Court. I would suggest 
that for the present the Constitution should provide for appeals wdiere an 
acquittal on a criminal charge has been reversed by a Higb Court, and to 
.cases where leave to appeal to the Supreme/Court has been given bj^ the 
■ High "'Court. 
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■ 102 . It seems to me that it .would be • most ' unfortunate to have two 
separate courts, namely (a) a Federal Court and (b) a Supreme Court. 
'Such an arrangement would, of necessity, entail separate expenditure on .. 
separate judges, and their staffs, 'apart from separate' non-recurring ex- 
^■'penditure. A single court sitting in two dmsions with a com,moii .Chief 
Justice possessing the power to constitute benches for federal work, and 
"also ' for Clearing appeals ' from British India,, will contain a Yariety 'of 'r 
talent and experience and thus command public confidence in a greater 
'degree than 'a sinali: 'Federal Court doing purely federal work. ' It' must . be:;'.' 
recognised that in India one of the great eYils of the judicial system is the 
number of the High Courts, which leads at times to deplorable diYergenes 
in judicial opinion and legal practice. This might easily become worse if 
federal or constitutional questions were to be decided by different courts in 
different w^ays. It seems, therefore, necessary that there should be a single 
final Court of Appeal, doing its work in two divisions and maintaining 
uniformity of interpretation of the laws and enforcing uniform legal and 
judicial standards. 


The High Goubts. 

103. The High Courts existing in India at present are governed by the 
Government of India Act, Section 101-114. Each of the High Courts has 
superintendence over all Courts, subject to its jurisdiction. Its powers are 
defined by Section 107 of the Government of India Act. ‘‘ The several 
High Courts are courts of record for such jurisdiction, original and appellate, 
including admiralty jurisdiction in respect of offences committed on the 
high seas, and all such powers and authority over or in relation to the 
administration of justice, including power to appoint clerks and othe^- 
ministerial officers of the court, and power to make rules for regulating 
the practice of the court, as are vested in them by letters patent, and 
subject to the provisions of any such letters patent, all such jurisdiction, 
powers- and authority as are vested in those courts respectively at the com- 
mencement of this Act.^’ (See Section 106.) 

104. The qualifications for the judges are provided by Section 101 of the 
Government of India Act. Proposal 170 of tbe White Paper provides that 
the qualifications for appointment as a Chief Justice or a judge will remain 
as at present, but the existing provision, which requires that one-third of 
the Judges must be members of the English Bar or the Faculty of Advocates 
in Scotland, and that one-third must be members of the Indian Civil Service 
will be abrogated. This is certainly an advance on the present la'w which 
has created vested, interests in favour of certain classes of lawyers or x)ublic 
servants. Whatever justification, there might have been at one time for 
such an arrangement, it has ceased to exist now in view of the develop- 
ment of an indigenous Bar within the last seventy-five years or more, and 
the organisation of Provincial Judicial Services. Public opinion will expect 
that there must be at least one Court in India coinposed exclusively of 
experienced lawyers and 1 urge accordingly that the Supi'eme and Federal 
Court, if not," at presence'’ bhe; High' Courts, should consist of .Judges 
teomited ' exclusively from the -ranka of’.the Bar or of High Court Judges of 
distinction who are barristers or\^vocates. The last part of proposal 170 
in the ‘White Paper provides. thatvany':perspn qualified to be a Judge, will 

f>;be eligihle’for ‘apjH>ihtoent Ohiefi Justice. , Hitherto it, has always been 
N and what is needed 
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now is tliat, the difference between barristers and local advocates should be 
done away with. It would, however, be unfortunate if the appointment 
of Chief Justice were thrown open to non-legal element. The best traditions : 
of the courts in India have been built up by Judges recruited from the 
profession, men who have imbibed in the exercise of their profession, and 
their surroiiiidings in England, or by. judges who have been recruited from 
the ranks, of the , prof ession in India. . I' should not be willing to accept any 
change in the law which would in any degree or measure afreet the coi?*- 
tiniiance of those traditions. It does not necessarily imply any reflection on 
the Indian Civil Service or the Provincial Service, both of which have 
produced some very distinguished Judges. But the fact remains that both 
the legal profession and the public have been accustomed to look upon the 
Chief Justice as the one man in the Court who gives a tone to it, and is 
responsible for upholding those judicial traditions of independence, which 
are absolutely necessary for the good repute of the Court. I need scarcely 
say that the same remarks will apply to Judges of the Federal and the 
Supreme Court. 

105. In point of fact so far as the Civil Courts are concerned the High 
Courts exercise a direct supervision over their work, but there is very little 
of direct sui3ervision exercised by them over the criminal courts. I under- 
stand, however, that in one province in recent years, the High Court has 
been exercising supervision over criminal courts. In my opinion public 
confidence in the administration of criminal justice is bound to increase 
if such su|3ervisory control is transferred to the High Court. 

As regards the appointment of Judges on the civil side the usual practice 
is for the High Courts to recommend the appointment of fresh candidates 
to the lowest grades of civil Judges, called Munsifs, and in some provinces 
subordinate judges of second class. The appointments are, hoiwever, made 
by the local Governments themselves. This does not apply to District 
Judges belonging to the Indian Civil Service. The High Court may be 
consulted in regard to their selection, but in actual practice its powers are 
limited- In order to secure the appointment of right men, possessing the 
necessary qualifications it is suggested that the appointment, selection, 
X^romotioii and control of the Judicial side of the Services, should be trans- 
ferred to the High Courts themselves. This should also effectively prevent 
the evils of patronage. If the judicial and executive functions of magistrates 
can be sex^aratecl, as they should be, the High Courts may also he given 
similar functions and X)owers in respect of the Magistrates. 

106. Lastly there is the question of the relation of the High Courts to 
the local Governments. All the High Courts except Calcutta, are in direct 
relatiozi with their respective local Governments, in other words, the local 
Governments hold themselves responsible for the expenditure and budget 
of the High Courts. As regards the appointment of the Judges — they are 
appointed in England by the Secretary of State. If a member of a local 
bar or a member of the Indian Civil Service, or the Provincial Judiciar 3 " 
is to be permanently appointed to any seat on the bench, the local Govern- 
xnent, after consulting the Chief Justice and the Higli Court, submits his 
name to the Government of India .who finally approaches the Secretary; of 
State. 

107. The legal position is that every -permanent Judge is appointed by 

■■ the Crown. The Statute, however, makes exception in the case of an' 
additional Judge .who can be appointed only by the Governor-General in 
, Council, Acting and temporary Judges arA a|?^ointed by the local Govern- 
ment concerned. It is submitted that'-in/order to 'more effectively safe- 
guard the position of the Judges it is desirable that all the High Courts 
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, sbouH , be brouglit' into direct relationsli ip .witli the -Central O-oveminent. 
The importance of: .the matter, will, in my . opinion, justify what may seem' , 
to be- a ^diminution of the autonomy. of the Pro'Ylnces. I have very strong 
reasons to beliei^e that very high judicial and legal opinion in many of the 
.'Provinces ..favours such a course. 

After concluding my note on this subject, I received Confidential 
JMemorandum A. 21 on the Judiciary. I have gone through it very care- 
fully, and if I may say so it is a fair and complete statement of the present 
..position ill India. On the question. of the .federalization or provincialisation 
of the High Courts, hovrever, I see no reason to modify the opinion that I 
have expressed above. Most of the objections raised to the centralization 
of the High Courts are of an administrative character, and it does not seem 
to me that it is impossible to surmount them. At any rate I should not 
sacrifice the question of principle to the considerations of administrative 
convenience and financial arrangements, which though difficuit in some 
cases, should not he considered as presenting any insurmountable difficulty 
in the way of the necessary reform. 


Hesebved Departments : Defence and Foreign Affairs. 


108. Among the propositions which I formulated at the commencement of 
this note as constituting the essential elements of the Constitution, the 
third and the fourth are as follows : — 

(3) The Reserved Subjects, namely, the Army, and Foreign Affairs, 
to be under the control of the Governor-General only for the period of 
transition, w^hich should not be long or indefinite. 

(4) A definite policy to be adopted and acted upon in respect of the 
Reserved Department so as to facilitate their transfer to the control of 
the Indian legislature and the Government within the shortest possible 
distance of time, compatibly with the safety of the country and the 
efficiency of administration in those departments. 

The first Round Table Conference appointed a Sub-Committe© pre- 
sided over by Mr. J. H. Thomas. The first resolution at which it 
arrived was as follows: — 

The Sub-Committee consider that with the development of the 
new political structure in India, the Defence of India, must be 
to an increasing extent the concern of the Indian people, and not 
of the British alone.’’ 


The second resolution which it arrived at was passed in order to give 
practical effect to the fi.rst resolution, and provided: — 

(a) that immediate steps be taken to increase substantially the rate 
of Indianization in the dndian Army to make it commensurate with 
the main object in view, having regard to all relevant considerations, 
such as the maintenance of the requisite standard of efficiency.” Air. 

, ^ Jinnah dissented and desired a clear indication of the pace of 

Indianization, .. : 

(h) that in order to give effect to (a) a training college In India 
, , > he established at the earliest possible moment, in order to train candi- 

dates for commissions in all arms of the Indian Defence Services. This 
. college would also train* prospective officers of the Indian State Forces. 

cadete should, however, continue ^ to be eligible for ’ admission 
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(c) “ that in order to avoid delay the Government of India be in- 
structed to set up a Committee of Experts both British and Indian 
(including representatives of Indian States) to work out the details of 
the establishment of such a college. 

The Sub-Gommittee also arrived at the following resolution: — 

“ The Committee also recognise the great importance attached by 
Indian thought to the reduction of the number of British troops ir^ 
India to the lowest possible figure and consider that the question should 
form the subject of early expert investigation.” 

The sixth paragraph of the Thomas Report is as follows: — 

In agreeing to the foregoing recommendations the Committee were 
unanimous in their view that the declaration must not be taken as a 
mere pious expression of opinion^ but that immediately the Conference 
was concluded, steps should be taken to deal effectively with the 
recommendations made.” 

The last paragraph of the Report recognised the advisability of establishing 
a Military Council including representatives of the Indian States. 

109. After the Report of this Committee the Government of India appointed 
a committee in India w’hich was known as the Indian Military College Com- 
mittee, and Vvhich was composed of military officers and Indian non-officials 
(including representatives of the Indian States), the Comma nder-in-Oliief 
being the chairman of the Committee. This Committee submitted its Report 
on loth July, 1931, and as a result of its recommendations a college was 
recently started at Dehradum., and it has been decided to Indiaiikie two 
divisions experimentally. 

110. The Report of the Indian Military College Committee contains the 
minutes of the various Indian members, and I would say that I am in general 
agreement with the minute of Sir P. S. Sivaswamy Aiyer and Major-General 
Raja Gaiipat Rao Raghunath Rao Rajwade of Gwalior. At i)age 80 of the 
Report they express themselves as follows: — 

“ Indians are quite alive to the necessity for maintaining the effiiciency 
of the Army and to the importance of not imperilling the safety of 
India. They are, however, naturally anxious to assume resx^onsibility 
for the control of the Army within a reasonable period. What then is 
a reasoiiahle period for the Iiidianization of the officers^ ranks? It has 
been pointed out that even if British recruitment to the offi.cers^ ranks 
were stopped to-day it would take 35 years for the Army to be completely 
Indianized. The Shea Committee of 1922, which was appointed by Lord 
Eawlinson, first recommended a period of 43 yeaTSi> but on further con- 
sideration submitted the shorter period of SO years, which was 
unanimously accepted by the Government of India as then constituted, 
including Lord Rawlinson. The refusal of the military authorities and 
the British Government to commit themselves to any indication of the 
probable period of Iiidianization, subject to the necessary conditions of 
efficiency and the availability of suitable candidates, is one which it is 
impossible for Indians to appreciate. They refuse to contemplate the 
contingency of India proving unequal to the task of defending herself 
within a reasonable period. That the country is now unable to defend 

. itself no one is concerned to deny. But^^e believe that, if the policy 

. ;■ of Indianization were started in right .''earnest and' carried out on ''sound 
national lines, it should he possible for us to train ourselves to undertake 
'19356'.,. E 4 
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' ; ■ , ,'tiie responsibility, for defence wiiliin a period of something like 35 years.* 
If tlie Empire liad to face tlie danger of another world wra’ oji the same 
./scale., as' tlie . Great Wars there can be little doubt that England would 
...be . obliged ' to. train India for her own defence -witlim a ; much shorter'^ 

111. While agreeing to- the reserration of the Army and foreign affairs, 
Jayakar mud I put forward, certain definite views in .regard /to./certam/ 
matters connected with these reserved departments, and we submitted a 
memorandum which is printed at page 194 of the Indian edition of the 
Report of the Third Indian Round Table Conference. For the convenience of 
the Joint Parliamentary Committee I would quote paragraphs 14-15 from 
that Memorandum. 

We next come to the question of defence. Y5e think that the success 
of the proposed constitution will be judged in India very largely by the policy 
which His Majesty's Government will adopt towards defence. We are of the 
opinion that the Statute or the Instrument of Instructions, if the latter is 
to have a statutory basis, as we think it should have, should recognise the 
principle laid down in the Report of the Thomas Committee that the defence 
of India should be to an increasing degree the concern of India, and not of 
Great Britain alone. We also urge that consistently with this principle and 
in order to implement the, same, a duty should he cast on the Governor- 
Geiieral to take every step to Indianize the Army within the shortest possible 
period compatibly with the safety of the country and the efficiency of the 
Army. This would, in our opinion, necessitate the preparation of a pro- 
gramme more or less on the lines of the Rawlinson and other Committees’ 
Reports, to w^hicb attention was drawn during the deliberation of the Thomas 
Committee on Defence. A definite time should be kept in view for this 
purpose, the duration of which should be adjusted according to the experience 
gained. 

While during the period of transition, which we do not envisage to be a 
long one, the Governor-General will have the control of the Army and the 
Army Budget may not be put to the vote of the Legislature, w’e strongly urge 
the adoption of the following proposals : — 

(a) The Army member, though appointed by the Governor-General 
and responsible to- him, should he selected from among the members of the 
Legislature representing British India and the Indian States. We think 
that this cannot be regarded as an undue restriction of the discretion 
of the Governor-General, as the Indian Legislature will consist of at least 
500 representatives, if not more, and it should not be difficult for the 
Governor-General to find a suitable person out of so large a number. 
Such a member will carry great w^eight and influence with the Legislature 
and will act as a bridge between the Governor-General and the Legis- 
lature, and will, in our opinion, -be able to enlist the interest of the 
. Legislature in the Army much more eifectively than an outsider. Besides 
it will enable members of the Legislature to . acquire knowledge and 
/ . experience so that when the p^eriod of . transition ends and defence has 
to be transferred to Indian control,^ the shoulders that will hear the 

burden may be found 'prepared 'to ■taka Ili up. ' 
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(h) It is not enoiiglij in our opinion, that there will be consultation 
between tlie Finance Department and those responsible for defence. We 
therefore urge that provision should be made in the Statute or the 
: Instrument of Instiliietions placed on 'a statutory basis as • suggested.: 
above, for the appoiiitiiient of a Committee consisting of (1) the Army 
member and such other.. representatives of the Army Department as the 
Governor-General may appoint, and (2) The Prime Minister, the Finance 
Minister, and such other members of the Federal Government as the 
Prime Minister may appoint, to discuss and arrive at an annual settle- 
ment of the Army Budget. "We are agreed that failing such settlement 
the Governor-General should have power to arrive at a hnai decision as 
regards the budget. 

(c) The Army estimates should, in our opinion, be put in separate 
blocks before the Legislature annually, and this should be independently 
of the consent of the Governor-General , 

“ (d) The Indian Army should not be sent out of the limits of India 
without the consent of the Legislature for any purpose not directly 
connected with the defence of India. 

(e) The Army should be thrown open to all subjects of His Majesty, 
irrespective of class, creed, or community. 

“ if) We strongly urge that a Committee should be appointed consist- 
ing of British and Indian experts for further exploring all avenues for 
the reduction of military expenditure to a level as near as possible to 
that existing before the War. We are strongly of the opinion that there 
is room for further economy in Army expenditure. While we recognise 
that the expenditure on the Army is in the nature of an insurance for 
the safety of the country, we think it must be limited by the taxable 
capacity of the people and the needs and requirements of the moral 
and material progress of the people of the country. 

‘‘ (g) We urge also that the expansion, uxdceep, and maintenance of 
military schools, and colleges should he committed to the charge of the 
Legislature. 

(lb) We trust that the decision of His Majesty’s Government on 
the question of the reduction of British troops in India, v/hich on 
financial grounds cannot be postponed much longer, will soon be 
announced,” 

Paragraph 33 of the Introduction to the White Paper provides that the 
Budget will be framed by the Finance Minister in consultation with liis 
colleagues and with the Governor-General. The decision as to the appro- 
priations required for the Eeserved Departments and for the discharge of 
the functions of the Crown, in relation to the Indian States, will, of course, 
be taken by the Governor-General on his own responsibility, though he will 
be enjoined by his Instrument of Instructions to consult his Ministers 
before reaching any decision on appropriations for the Department of De- 
fence.” While I appreciate the value of consultations on the lines suggested 
in the extract quoted above, I feel that this provision is inadequate and 
should he supplemented by a further provision to the effect that during 
the period of transition, the representatives of the Governor-General and of 
the Federal Government appointed by "the^ 'Federal Minister shall meet 
together to^ discuss and if possible to agree 'upon Defence Expenditure, and 
^ that if they fail to come to any agreement, , the Governor-General’s ’ decision 
'Shall be, ffnaL This may obviate a resort , to', 'the ^ ''procedure laid down' in 
, paragraph 's? of the Introduction to the' White 'Paper, which is very much 
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similar t-o. tlie present procecliire of certification. I do not think .an arrange-; 
...meiit of this ■ character can realty. '.have the. effect of dividing' the'' respoii-. 
sibility of ' the Governor-General for defence, ■ as. his ' decision, -will, in , any 
case be final. It will in my opinion materially tend to foster an element 
of compromiso and co-operation between the nvo sides of the Government 
■and to tlis extent, at any rate, to which the Federal Government will be 
•a party to any decisions regarding defence expenditure the Legislature's 
'siipport may ' well be counted upon. 

: 112.' As ■ regards the other .suggestions made in the joint me.'morandum 
of Mr. Jajmkar and myself, from which I have quoted .above, I note with 
regret that no decisions have been arrived at or at any rate announced. 
Although the White Paper does not deal specifically with such question 
as Mr. Jayakar and I raised in our memorandum, yet I am bound to say 
that we look upon the entire question of the constitution as a single whole 
including questions relating to Defence. 


Fobbign Affairs. 

113. As regards Foreign Affairs it was suggested by some of the members 
of the Round Table Conference that there were certain matters which came 
under the domain of Foreign Affairs such as the appointment of commer- 
cial agents, consuls, trading agents, and which might easily be transferred 
to the Federal Government at the start. 

Questions relating to tariffs or the position of Indians in foreign countries 
are so intimately connected at times with Foreign Affairs, that if the 
Legislature is altogether excluded from discussing Foreign Affairs, it might 
find itself at times unable to deal with those questions. Indian opinion is, 
as is well known, very much interested in tariffs, and the position of 
Indians overseas. In point of fact such questions can be discussed in the 
Legislature under the existing Constitution, and it wmuld be in my opinion 
a distinct set-back if a discussion of them was barred out under tbe new 
Constitution. It would be a different thing if questions relating to peace 
and war between one country and another were treated on .a separate 
footing, but it seems to me that to lay down a general provision to the 
effect that the discussion of Foreign Affairs will be absolutely outside the 
purview of the Legislature, is to impose a serious disability on it, and to 
affect its futility, 

I therefore suggest that the Legislature should not be barred, even 
during the transitory period, from a, discussion at least of certain questions 
coming under the general phrase ** Foreign Affairs.^' 


Indians Posi'kon'IN rm,LEAGuB; of. Nations akb ‘High CoMsttssioNBR’s 
,• ' -Affoihtmbnt. ' 

114. I would urge that the whole' subject of foreign affairs requires to 
be carefully dissected. Take for instance- the question of commercial treaties 
'.'s.yhG tween India and, other. countOTs* ‘ There does not ©eem to be 'any reason 
:-r“^hy the Federal 'Goyerntont^'. ^‘^essing. fiscal, autonomy, should not be 





297 


ON INDIAN CONSTITUTIONAL REFORM 


16^ AIemorandxjm. iCoatinued . 

' : ; 'bt'/Bie Tej' Bahadur ; Sapru/ K.C.S.I. 


at liberty to - enter into commercial treaties and agreements with other 
•eomitries. Another illustration is furnished by the manner in which India 
is yat, present represented at the League, of Nations, of which she is an 
original member, and at the other international Conferences. The repre- 
sentatives are appointed .by the Oovernor-General in consultation with the 
Sec'i'etary of State. It is only during, the last ,4. or 5 years that the Govern- 
ment of India have been deputing one of their members. It would 
most: in consistent with the dignity of the Federal Government and its 
credit with, and status in international gatherings if it were not represented 
by men appointed by the Federal Government itself. 

llo. Lastly I may point out that the White Paper says nothing as to 
how the High Commissioner is to be appointed in the future. At present 
his appointment is regmlated by Section 29 A of the Government of India 
Act, and powers are delegated to him by the Seci'etary of State for India, 
or the Secretary of State in Council, in relation to making contracts. 
The High Commissioner’s position is in certain respects semi-diplomatic, 
in the constitution for the Dominions there is no provision for the ax>point- 
ment of High Commissioners for the very obvious reason that their govern- 
ments have the right of appointing their High Commissioners. If the 
omissioli in the White Paper to deal with this mattor implies that in future 
the High Commissioner will be appointed by the Governor-General on the 
advice of his ministers, then I have no criticism to oiler ; I am only anxious 
that the High Coramissioner, should in future owe his appointment to the 
Government of India, and that his powers and duties should be similar 
to those of the High Commissioners of the Dominions. 

116. In answer to a question put by me, Sir Samuel Hoare made the 
following statement in the course of his evidence. In the case of the 
Beserved Departments taking in particular by far the most important case, 
the case of Indian Defence, I have always thought that the problem o£ 
Indian Defence depends, to a great extent upon the Indianization of Indian 
defence, and there we are embarking upon a programme of gradul ludian- 
ization. As the defence of India becomes Indianized, so the particular 
justification for the reservation of a defence Department will more and 
more cease to exist, and the solution, therefore, of the reservation of 
defence, subject al-ways to the rights of the Princes under the Treaties, 
will depend, to a great extent, upon 'the progress of the Indiaiiization of 

Mefenee.-’9/'' ■V', ' 

He further added that the transfer of defence could only be effected 
by an Act of Parliament. 

Now while I- appreciate the spirit in which Sir Samuel Hoare made this 
statement I cannot help feeling that in the absence of any definite and 
steadily growing programme of Indianization, the transfer of the control of 
defence to the ” Indian Legislature must continue to be a matter for an 
uncertain future. This is precisely the objection which Indian opinion ha.s 
to a policy of an uncertain character which is incapable of being interpreted 
in items of a foreseeable future and which must therefore have the effect 
of keeping India on a lower plane of its political existence and status than 
that occupied by any other Dominion. 
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.Provision FOE, THE Growth of the ' Constitution. 

' . J17.' Sir ' Saiitaei Hoare iias developed tMs point in ,tlie course of Ms " 
eviclence ■ on two o.!* -three oceaeions-. At one place he states "as follows': — 

^ the whole -basis of .' these proposals was .a ,, 

basis of development. What I imagine, anyhow what I hope will 
m happen, will be that the two sides of the Government will work cJos^y 
.v:-'. and '■sympathetically together, that year by -year the Governor-.Generai , 
and the G-tweriior will have less. and less reason to inteiwene in the field 
of his special responsibilities, owing to the fact that the Ministries 
themselves will be ensuring that the rights contemplated in the held of 
special responsibilities are safeguarded, and that, just as in other parts 
of the Empire, as the Governments develop, so povrers of that kind 
fall into desuetude, not because the powers are miecessary, but because 
the Ministries themselves carry those powers into effect, and I hope 
and believe that that is what is going to happen in India. In course 
of time, other Acts of Parliament will be necessary, more to recognise 
a state of affairs that is in existence than to make actually new changes. 
That is the way I hope and believe the kind of Constitiution that we 
are discussing is going to work in the case of India.’’ 

I have quoted this very important statement of Sir Samuel Hoare to 
show that he is very naturally "'laying stress upon the organic growth of 
the constitution, but I venture to point out that when the statute itself 
reserves certain departments, and places responsibility for their adminisfcra- . 
tion on the Governor-General, no constitutional developments 'Sliort of an 
amending Act by Parliament can at. any time shift the centre of respon- 
sibility from the Governor-General to the Legislature. 


Constitution Ad Position of India ‘ within the British Commonwealth 

OF-; Nations. 

IIB. The last essential element of the constitution which is referred to in 
paragraph 2 of this memorandum, relates to the constitutional position of 
India within the British Commonwealth of Nations, and the necessity for 
its declaration in the Statute. ' The preamble of the Government of India 
Act provides that it is the declared policy of Parliament to provide for 
the increasing association of Indians with every branch of Indian admini- 
stration, and for the gradual development of self-government, with a view 
to ^ the progressive realisation of responsible government in British India 
as an integral parb' of the :EnapiTed’ 'then says that “ Ihis policy can 
be achieved by successive stages and -reserves the right of determining 
the time and manner of each advance, .. to Parliament. , The action of 
Parliament, according to the preamble must-be guided by the co-operation 
received from those upon whom new oppoit uni ties of service are conferred, 

. and by . the extent to which it .is found that confidence can be reposed in 
their sense of responsibility. Section ;^A of the same Act provides for the 
. ' appointment of a Statutoiy^ -ComniissionVat’^tlie expiration > of 10 years, from 
. the ’date of the Act, for making, enquiries .into’ ‘‘ 'the "working of the' system 
of Government,, the. growth of: :0ducatiqni,V and the development of; repre* 
sentative ■ institutions i’n British’ India, 'band- 'matters connected therewith.” 

b.The .Commission was to report -hs, to' -whether 'add to what extent it is 

^ 1 . - ... 

I , 'existing; 
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therein, including the question whether the establishment of Second 
Chambers is or is not desirable.’^ By an amendment of the Statute, 
authorising Parliament to establish such a Commission before the expiry 
of 10 years, Parliament appointed the Commission in 1927 which was 
presided over ,by Sir John .Simon.' This- ■ Commission 'visited India twice 
between 1928-1929. Meanwhile considerable doubt had been raised in India 
as to the meaning of the preamble quoted above, and as to the aim an?i 
objective of Parliament. Indeed it had been suggested authoritatively in 
the Legislative Assembly that what Parliament intended to give India in 
course of time, was Besponsible Government, and not Dominion Status. 
During the summer of 1929, His Excellency, Lord Irwin, who wms then the 
Viceroy of India, paid a visit to England. Upon his return to India, he 
made a public announcement on 31st October, 1929. “ With the full consent 
of the Chairman of the Statutory Commission His Majesty’s Government 
had decided to call a Round Table Conference consisting of ^ representa- 
tives of different parts and interests of British India and representatives 
of the Indian States ’ for the purposes of conference and discussion in 
regard both to the British Indian and All-Indian problems In the 
course of his announcement Lord Irwdn referred to the goal of British 
policy as stated in the declaration of August, 1917, and pointed out that 
his own Instrument of Instructions from the King-Emperor expressly stated 
that it is Plis Majesty’s will and pleasure that the plan laid down by 
Parliament in 1919 should bo the means by which British-Inclia may 
attain its due place among his Dominions.” “ The Ministers of the Crowm, 
moreover, have more than once publicly declared that it is the desire of 
the British Government that India should, in the fullness of time, take 
her place in the Empire in equal partnership with the Dominions. But 
in view of the doubts which have been expressed both in Great Britain 
and India regarding the interimetation to be placed on the intentions of 
the British Government in enacting the statute of 1919, I am authorised 
Oil behalf of His Majesty’s Go-v'crnment to state clearly that m their judg- 
ment it is implicit in the Declaration of 1917, that the natural issue of 
Indians Constitutional progress as there contemplated, is the attamnient of 
Dominion Sfafusd^* This Declaration created a very considerable impres- 
sion in India at that time, but unfortunately certain speeches delivered 
during the debate which took place wdthin a few days of it in Parliament, 
again caused a great deal of anxiety in India, Mr. Baldwin himself 
expressed his anxiety over the terms Dominion Status, but he went on 
to say, “ when self-government or responsible government in India is 
obtained, what is to be the position of India in the Empire? None can say 
when Responsible Government will be established, or what shape it wall 
take. These things wall be determined by forces wre could not control, 
British Indian, and wmrid forces. Could there be any doubt in any quarter 
of the House that the position of India with full Responsible Government 
in the Empire, -whatever form it may take, must be one of equali-fcy with 
other States in the Empire? 

“ Nobody kno-ws wdiat Dominion Status would be when India has 
Resi^onsibie Government, w’hether the date would be near or distant. No 
one dreamt of a self-governing India without a self-governing status. No 
Indian dreamt of an India with an inferior status because that would mean 
w^e had failed in our -^vork in India. No Tory Party, with which he (sic) 
was connected wmiild fail in sympathy and endeavour to help in our time 


* The italics are mine. 
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' .to tli6' ‘uttermost extent, of our 'ability in' tlie solution of tlie, great political 
problem ..wliicli' lay before US' to-day. (Hansardj Noyeinber, 1929.) 

TI9.' I ,,'am not ' liowever overlooking the fact that at tliat time some 
.'.■'...correspoiicleiice passed .between tbe ' Prime ■ Minister and Mr. Baldwin, wbo 
was then the Leader of the. Opposition, but all that that 'correspondence 
pame to, was, as |)ointed' out;. by Mr. ‘Wedgwmod Benii, in his speech in the 
debate in the House of Commons, ' on IStli December, 1929, that so far as 
the Statute was concerned there was no change, but that there was of 
course the change in procedure. Of course the Statute stands, but with it 
must be taken the interpretation put on it by Lord Irwin with the authority 
of His Majesty^s Government. T submit it constitutes a definite pledge 
and India is entitled to take her stand on it. 

120. The circumstances under which the first Bound 'Table Conference 
was held in England are w'ell-known to the Joint Parliamentary Committee, 
but I would draw attention at this stage to the entire declaration of His 
Majesty’s Government made at the conclusion of the first Hound Table 
Conference. I shall in particular quote the following passages from that 
declaration : — 

The view of His Majesty’s Government is that responsibility for 
the government of India should be laid upon Legislatures, Central and 
Provincial, with such provisions as may be necessary to guarantee, 
during a period of transition, the observance of certain obligations and 
to meet other special circumstances and also with such guarantees as 
are required by minorities to protect their political liberties and rights. 

In such statutory safeguards as may be made for meeting the needs 
of the transitional period, it will be a primary concern of His Majesty’s 
Government to see that the reserved powers are so framed and exercised : 
as not to prejudice the advance of India througli the new constitution 
tq full responsibility for her own government. 

His Majestjj-’s Government has taken note of the fact that the delibera- 
tions of the Conference have proceeded on the basis, accepted by all parties, 
that the Central Government should be a Federation of All-India, embracing 
both the Indian States and British India, in a bi-cameral legislature. The 
precise form and structure of the new^ Federal Government must be deter- 
mined after further discussion with the Princes and representatives of British 
India. The range of subjects to be committed to it will also require further 
discussion, because the Federal Government will have authority only in such 
matters concerning the States as will be ceded by their Rulers in agreements 
made by them on entering into Federation. The connection of the States 
with the Federation will remain subject to the basic principle that in regard 
to all mattei's not ceded by them to the Federation their relations wnll be 
with the Crown acting through the agency of the Viceroy. 

With a Legislature constituted on a federal basis, His Ma,jesty’s Govern- 
ment will be prepared to recognise the principle of the responsibility of the 
Executive to the Legislature^ ; 

, Under existing conditions /the' aiqb|eets of 'Defence, and External Affairs 
will be reserved to the Governor-General j a,nd arrangements will be made to 

■' place ''in''' the powers , necefeA,ty''' for'' the administration of ' those sub^ 

jects*, Moreover, as the GovernorrGeherai.mnst, asv a’ last 'resort, be -able in’ 
an emergency to maintain the tranquillity, of the ^ State, and mxxst similarly 
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“ As regards finance, tlie transfer of financial responsibility must neces- 
sarilj’ be subject to such conditions as will ensure the fulfilment of the obliga- 
tions incurred uiKler the autliority of the Secretary of State for India and 
the niaintenaiico unimpaired of the financial stability and credit of India. 
Tlie Eeport of the Federal Structure Committee indicates some ways of deal- 
ing with this subject, including a Reserve Bank, the service of loans, and 
the Exchange policy, which, in the view of His Majesty’s GoTeriiment, will 
have to be T)rovidod for somehow in the new constitution. It is of vital 
interest to all parties in India to accept these provisions, to maintain finan- 
cial confidence. Subject to these provisions the Indian Government would 
have full financial responsibility for the methods of raising revenue and for 
the control of expenditure on non-reserved services.” 

In winding up the proceedings the Prime Minister sx:)oke as follows; — 

Finally I hope, and I trust, and I pray, that by oar labours to- 
gether India will come to possess the only thing wdiich she now lacks to 
give her the status of a Dominion amongst the British Commonwealth 
of Nations — what she now lacks for that — ^the responsibilities, and the 
cares, the burdens and the difficulties, but the pride and the honour of 
responsible self-government. ’ ’ 

121. In consequence, a White Paper was presented to Parliament and a 
motion was put forward which was carried. The first Round Table Confer- 
ence was followed by’ a second, which was held from 17th September to 1st 
December, 1931. At the plenary session held on 1st September, 1931, the 
Prime Minister repeated the salient sentences of the Declaration made b 5 ’ the 
first Round Table Conference, and ■went on to observe as follows: — 

“ With reference to Central Government I made it plain that, subject 
to defined conditions, His Majesty’s Government were prepared ’to recog- 
nise the principle of the responsibility of the Executive to the Legisla- 
ture, if both were constituted on an All-India Federal basis. The prin- 
ciple of Tes]3onsibility was to be subject to the qualification tha'b, in 
existing circumstances, the Defence and external affairs must be reserved 
to the Governor-General, and that in regard to finance such conditions 
must apxoly as would ensure the fulfilment of the obligations incurred 
under the authority of the Secretary of State, and the maintenance 
unimpaired of the financial stability and credit of India? ” 

122. There was again a White Paper pi'esented, and again a debate took 
place in Parliament. Tlie importanfc point to note is that the policy of the 
Labour Government initia’fced at the first Round Table Conference v/as en- 
dorsed by the new^ National Government which comprised all political parties 
in Englaml. The second Round Table Conference decided to set up certain 
committees to examine certain questions, such as Federal finance, the repre- 
sentation of the Indian State.s, and Franchise. ■ These Committees went out 
to India, worked for several months, and submitted their reports. Then 
came tlie third Round Table Conference held last year, which submitted its 
report after carefully investigating certain details. 

It will thus appear that the process of examination has already covered 
a considerable time both in India and England, and early decisions are 
anxiously awaited in India, ' 
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Progress by Successive Stages. 

,, ,', ,123. ItTiiiglii ibe, urged tliat to preamble of the Governmeiit of, India Act, ,' 
.1919,,' provides' for an advance by successive stages, and that .it does,,, not' ' 
'.,,,comnii't,Parlia,ment, to a pledge of Dominion Status in favour of India. As'„. 
:fre.gards,,:Tbe, successive '.'stages, I submit tliat India lias already^,.,eovereci'' A,,::: 
''mumb'er' of^^ stages, and indeed 'the constitution .,foresb,adowed,/i'n..':.'',tiie , 

. Paper also A'ep.r a stage, wbicb 'I liope ,w.iil .■■b© 'treated:'': 

',','.:as ; a penultimate , stage, tii© final being * readied ' wben ^responsible 
'/government , will, be complete by 'the transfer of tbe control . 'of .'"defence,/, 
and foreign affairs to the Federal Legislature. In a speech ivhich Lord 
Clieimsford delivered in 1921 to the Indian Legislature when his Royal High- 
ness the Duke of Connaught performed the opening ceremony of the Legis- 
lature, his Lordship reviewed the entire history of constitutional develop- 
ment in India, which, he said, fell into certain well-deffned stages. The 
first of these, according to him, terminated in the Act of 1861; the second 
with the Act of 1892. The third stage was associated with the names of 
Lords Merely and Minto, and th© fourth stag© opened in 1921 with the in- 
auguration of the constitution associated with the names of Mr. Montagu 
and Lord Chelmsford himself. In concluding his speech, Lord Chelmsford 
said that ** a continuous thread of action links together the Act of 1861 and 
the Declaration of August, 1917, In th© last analysis the latter is only the 
most recent and most memorable manifestation of a tendency that has been 
operative throughout British rule. But there are changes of degree so great 
as to he changes of kind, and iffiis is on© of them. For the first time the i 
principle of autocracy, which had not wholly been discarded in all earlier 
reforms, was definitely abandoned; the conception of the British Government 
as a benevolent despotism, was finally renounced, and in its place was sub- 
stituted that of a guiding authority whose role it would be to assist the steps 
of India along the road that, in th© fullness of time, would lead to complete 
self-gouermnent,^ In th© interval required for the accomplishment of this 
task, certain powers of supervision, and, if need be, for intervention, would 
b© retained, and substantial steps towai'ds redeeming the pledges of the 
Government, were to be taken at the earliest possible moment.’’ 

124. More than 12 j^ears have elapsed since Lord Chelmsford spoke thus, 
and I submit that, having regard to the stages through which India has 
already passed, to the new consciousness in the country and to the change 
in th© outlook of the people to which distinguished administrators like 
Sir Charles Innes and Sir John Thompson, who were in India until a few 
months ago, have borne testimony, any further prolongation of the stages 
or periods of probation can only result in diverting the attention and 
energy of the people of India from, fruitful constructive channels, to 
agitation,’ struggle, dissipation of energies and increasing estrangement 
between th© Government and the people. -It . would be disastrous if the 
next stage was to be that of advance in the provinces and th© centre was 
left unchanged. As I have indicated above, the constitution must cover 
both the provinces and the centre, . if' it is to inspire the people with 
a sense of hope and to make them realise their own responsibility for 
their future. Further, it :.not 'be -enough^Tn my opinion, to provide 
in a single Act for the Constitution of the Provinces and the Centre, and 

■ 'then te keep" the 'part' 'dealing" with; 'the"''Centre'"i'n "suspenee for ' an "indefinite" 

or undefined period of thnoAl-Xt -would ,be as unfortunate in' the interests' 
of the country, to take a course o£ tMs. character, as it would he impossible 
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for many of us to feel satisfied with, or agree to a constitution which 
might or might not materialise within a foreseeable distance of time. I 
would further urge that the time factor should not be lost sight of. During 
the last six years or more, as already stated, commissions, committees 
and eonfereiices have followed one after the other, and while I recognise 
the value of caution and prudence in building up a constitution for a 
vast country like India, I would also emphasise the dangers of delay. 
short, I suggest that the constitution should come into operation so far 
as the Provinces are concerned towards the end of 1934, and every attempt 
sliotiid be made to make the constitution at the Centre function a year 
later. 

125. To make the inauguration of the Federation, therefore, depend 
upon the fulfilment of certain financial pre-requisites about which even 
the Government cannot speak with any degree of certainty, and on the 
preparedness on the part of a certain number of Princes to accede, 
about which one niay^ however, feeel more sure, is to involve the constitu- 
tion as to the Centre in great uncertainty. I would, therefore, reiterate 
that a certain time limit should be fixed and power taken to extend that 
time by a year or so in case of proved necessity. It should not be difiiciiit 
for the Indian Princes to come into the Federation within a year or so 
after the passing of the Act, during which time the preliminary details 
as to the Instruments of Accession could be settled. But if it is found 
absolutely necessary to extend the time, power should be taken by statute 
to do so by proclamation. 

Paragraph 32 of the Introduction says: — 

If a situation should arise in which all other requirements for 
the inauguration of the Federation having been satisfied, it had so 
far proved impossible successfully to start the Reserve Bank, or if 
iinancial, economic or political conditions were such as to render it 
impracticable to start the new Federal and Provincial Governments 
on a stable basis, it would inevitably he necessary to reconsider the 
position and determine in the light of the then circumstances what 
course should be pursued. If unfortunately, such reconsideration 
became necessary, His Majesty^s Government are pledged to call into 
conference representatives of Indian opinion.” 

126. I submit that by the time the Bill is introduced into Parliament 
ilie X)osition should become still more clear to the Government as to 
whether it is possible for them to set up the Federation within a year 
or so of the passing of the Act. If the Government should feel that it 
is impossible to do so, they should lose no time in taking Indian opinion 
into their confidence and taking such steps as might seem to them to be 
necessary to establish responsible government at the Centre. Indeed, I 
am not sure whether Government should not have now taken Indian 
opinion into confidence regarding these contingencies. It is necessary 
to be clear on this point, and I feel it my duty to say that, if, at that 
stage, Central Responsibility is ruled out for British India, and only a 
responsive form of Government is established, it will be difficult to satisfy 
Indian opinion and enlist co-operation on a large scale. 

.’••127. Lastly, as regards the extracts I have quoted in the preceding 
paragraphs from the speeches of Lord Irwin and Lord Chelmsford and 
.the. Prime Minister, they all justify ’.me' in holding that there are definite 
pledges on which India can take her 'stand/. But perhaps what is most 
valuable h the Royal Message to India ''at. the time of the opening of the 
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existing . Legislature. ' . ' In the message ■ of tlie King ' Emperor, .wliicli was 
delirerecl, in' 1921, we ■ have the most direct and clear assurance given to 
ns ■ as -follows : — 

E-or .jears, it may be ■ for generations, patriotic and hwal Indians 
have dreamt -of -Swaraj ' for their Motherland. : To-day you have the 
beginnings of Swaraj within niy Empire, and 'widest scope and ample 
opportunity for' progress ^ to the liberty wliich my other Bominions- 
enj'oy.’''^'"'- 

128. To argue at this distance of time that Parliament is booiid by 
the preamble of the Government, of India Act only,- and' that it makes no 
reference to Dominion Status, that the declaration made by Viceroys 
and Prime Ministers of His Majesty’s Government are not binding on 
Parliament and that those pledges were conditional pledges and could not 
be given effect to unless those conditions were fulfilled in the minutest 
detail, will be to give a rude shock to the faith of those Indians who 
have honestly believed in the realisation of India’s destiny as a self- 
governing dominion within the British Commomvealth of Nations, not in 
a remote and uncertain future, but in the near future. These pledges 
should be interpreted in a generous spirit and carried out without any 
unnecessary delay. Further, upon the fulfilment of those pledges, I 
submit, will depend the justification of those constitutional methods of 
co-operation, without which the three Hound Table Conferences iwould 
have been impossible. 

129. The constitutional position, therefore, of India should be definitely 
defined, so that there may be no further diferences of opinion as to what 
her destiny is going to be. In other words, it seems to me to he vitally 
necessary that the constitution itself should provide for India’s equality 
of status with the other Dominions, as soon as she is able to set up under 
an Act of Parliament complete responsible government. 
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APPENDIX A. 

AIeaioeanditm on the Special Powers oe the Governor' 

BY Sir Tej Bahadur Sapru. . 

1. TJie proposals in tke A¥feite Paper wMcIi deal .witk the special respoiisi- 
Mlities or. powers of, the ,Go:vernor\are as follows: — 

Nost , 70, 7T , at pages 55-56. ' 

Nos. 92-94 at ipages ; 61-62. 

Nos. 1CKI,10'4 at, pages'' 64-65., 

No, 105 at page 65. 

For the sake of convenience, the items in proposal No. 70 may be examined 
ill the reverse order. 

2. Clause (g) deals -with the special responsibility of the Governor in 
respect of securing the execution of orders lawfully issued by the Governor- 
General. The orders of the Governor-General contemplated in this clause 
vrere .explained by Sir Samuel Hoare tO' mean those orders which the 
Governor-General will have to issue in the discharge of his special responsi- 
bilities. If certain special responsibilities are placed on the Governor- 
General, ifc is obvious that there must be some machinery available for the 
carrying out of orders which he may pass in the discharge of these responsi- 
bilities. For the carrying out of such orders the Governor is obviously the 
best instrument or agent. Clause (g), therefore, is obviously a provision, 
of a consequential nature, and cannot be taken exception to in the circum- 
sta'nces... 

3. Clause (/) deals with the Governor’s special responsibilities in respect 
of administration of areas declared in accordance with provisions in that 
behalf to be partially excluded areas. This must be read with the sub- 
stantive proposal No. 106 at page 66, which provides that His. Majesty 
will be empowered to direct by Order in Council that any area within a 
province is to be an excluded area and by subsequent Orders in Council 
to remove or vary any such order. Under proposal No. 107 in respect 
of partially excluded areas the Governor will be declared to liave a special 
responsibility. The Governor will himself direct and control the adminis- 
tration of any area in a province declared, for the time being, to be an 
excluded area. Proposals 108, 109, at page 66 relate to legislation for the 
excluded areas. Coming back to proposal No. 70, it is a question of policy, 
on which dilference of opinion is permissible, as to w^hether there should 
be aiiy excluded areas. If, however, there are to be excluded areas, it is 
dear that somebody must be responsible for their administration, and the 
Governor is obviously the person on whom this responsibility can be placed. 
What is, however, necessary is that the excluded areas wdth their limits and 
extent must be ascertained, and the Indian Delegation should be given a 
chance of discussing this question in its entirety. 

4. Clause (e) relates to the special responsibility of the Governor in respect 
of “ the protection of the rights of an Indian state,” It is obvious that 
this clause cannot relate to those fights of the Indian States, infringement 
of which can be actionable before the Federal Court, at the instance of 
the Federal unit concerned. It apparently relates to the infringement of 
certain rights which the Indian States possess under their treaties, or by 
virtue of their relationship with the Crown. Take for instance the case 
of a British-Indian district in the neighbourhood of an Indian -State, where 
a movement has been started for the overthrow of the government in 
that state, or the ruling dynasty of that state. , In a matter of this character 
the Indian state cannot get any relief from ' the Federal Court. It can 
oiily approach the representative of the Crown to protect it against an 
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■ attempte^^^ revo.lution or a siibyersiYe movement. This, of conrsej ..iviII,',mot 
■apply ' to an agitation which may partake of the character of the .criticis®;' 

, of the . administration of the state. If this view -of the, matter and if this' 

, : /,'iiiterpretatio,ii of Clanse (e) are correctj ' this clanse cannot he taken 
.exception 'to.' , 

'■*^ 5'. Clause ' (d). relates 'to the' special responsibility of the Gi-overnor in 

' resj 3 ec,t of ' commercial cliscrimmation. . In order' , to' appreciate , , the ^ 'full: ,■,;■' 
,;„'t ..significance' of it reference .should he. made to proposal/ I22r;,on' . pa'ge'^;f^^^^^ 

, 'The' Nehru Committee .Report also 'had a .clause providing against legisla'tion: 
of a discriminatory character. This Report was drawn up in 1923 by a 
committee of an All- Parties Conference to which the Congress was also a 
party. Its chairman was the late Pundit Motilal Nehru. The point is 
nob that it should he open to the legislature of the future to pass legisla- 
tion of a discriminatory character, but whether relief from legislation of 
that character should be sought in the Federal Court or at the hands of 
the Governor. In the interests of the Europeans themselves, it is far more 
desirable that they should seek their remedy in such a case, openly and 
directly, in the Federal Court, rather than approach the Governor of 
the province and ask for his executive and administrative intervention. 
The decision given by an independent tribunal will naturally have greater 
weight than, the administrative decision of a Governor. By approaching a 
Governor for his intervention, the European commercial community will 
expose themselves and also the Governor to severe criticism, and may bring 
themselves and the Governor into confiict with public opinion. Such action 
may also, it is feared, tend to weaken the authority and responsibility 
of the Ministers, and may easily be a fruitful source of misunderstanding 
between the Ministers and the Governor. If any legislation is passed by 
any legislature which contravenes the constitutional guarantees given to 
the Europeans, the Federal Court is apparently the proper tribunal before 
which its validity can be tested. And if any interim wrong or injury 

arises or is threatened no doubt the Federal Court will possess the power 

of issuing temporary injunctions. Coming to proposals 122, 123, referred 
to above, it will be seen that proposal 122 gives protection to any British 
subject coming into India from any part of the British Empire for the 
purposes of trade or business. For- instance a British subject coming into 
India from South Africa or Kenya can claim the pi'otection formulated in, 
proposal 122, while a British-Indian subject going to, or living in South 
Africa or Kenya cannot as a matter of right claim equal treatment in those 

parts of the Empire* The whole basis of the settlement arrived at, at the 

Round Table Conference, was reciprocity between the United Kingdom and 
India, that is to say, if the laws of England do not discriniinate against 
any Indian subject of His Majesty in respect of his carrying on of trade 
or business, or holding property in England, the laws of India too should 
not discriminate against any person belonging to the United Kingdom 
exercising similar rights in India* Proposal 122 therefore goes beyond 
the agreement. Probably it is an oversight, but in any case Indian opinion 
will not agree to the clauseAas it is drafted. If clause 122 affords pro- 
..tection to every ^ British _ sul^jecj,; :th^n. the profusions for the benefit of 
British subjects domiciled in the United Kingdom such as are contained in 
proposal 123, seem to^ be whbH^r^ /Unnecessary, Lastly ' the provisions as to 
discrimination should not prevent Indian legislatures and 
f^^^/^ostermg,,;enconragm and .subsidising indigenous, Indus-: 
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6. Clause (c) deals with the special responsibilities of the Governor in 
respect of the securing to the members of the Public Services, of any 
rights provided for them by the Constitution, and the safeguarding of their 
legitimate interests. So far as the Public Services are concerned, it is 
only fall’ that they should receive the most absolute protection in respect 
of their salaries, allowances, emoluments, and pensions, and all other rights 
which may be guaranteed to them by the Constitution. But the character* 
and extent of those rights must be carefully defined. Proposals 182-201 
deal with various matters relating to the Public Services at pages 82-86. 

Appendix 7 (Part 1) pages 120-122, gives a list of the principal existing 
rights of officers appointed by the Secretary of State in Council. 

Appendix 7 (Part 2) page 121, gives a list of the x>riucipal existing rights 
of officers appointed by an authority other than the Secretary’- of State in 
Council. , 

Appendix 7 (Part 3) page 122, deals with the question of the non-votable 
salaries of certain classes of Public Servants. These various provisions must 
he carefully examined. There are some rights of the Public Services, de- 
tailed in these Appendices to which no exception can be taken, there are 
otliers, however, which are open to objection. The point is that such rights 
as are guaranteed to the Services by the Constitution should be protected, 
and if that is accepted then the protective authority must be the Governor. 
In this connection it should be necessary also to discuss the functions of the 
public Services Comniission, and its relation to the Governor. The words in 
Clause (c) namely “ vis-a-vis ” the safeguarding of their “ legitimate 
interests ” are, however, wide and indefinite. If the phrase “ legitimate 
interests ” means the same thing as rights provided for by the Constitution, 
then it is redundant and may create trouble. If, hovrever, that expression 
means something more than the rights provided for by the Constitution then 
the Delegation should be told what exactly it means. To place such large 
and vague powers in the hands of the Governor, is apt to give rise to a 
great deal of conflict between the legislature and the cabinet of the future 
on the one side, and the Governor on the other. Instead of strengthening 
the position of the Public Services, and placing their relations with public 
opinion on a satisfactory footing, provision of this character would weaken 
their position vis-a-vis public opinion. It must be borne in mind that if 
the Public Services in England do not come in for public criticism, it is 
because public opinion holds the Government responsible for anything that 
goes wrong, or is supposed to go- wrong. On the other hand in India the 
Public Services, and particularly the Indian Civil Service; have hitherto 
performed the dual functions of administrators, and politicians. When, 
however, the Public Services will come to occupy the position of mere 
administrators or agents of the will of the Government of the day, public 
criticism will, as in England, be directed against the government. 

7. Clause (b) deals with the special responsibilities of the Governor in 
respect of the safeguarding of the legitimate interests of the minorities. 
Here, again, the expression legitimate interests is open to the same 
objections as those in Clause (c). It may be admitted readily that the 
minorities are entitled to the protection of certain rights and 
privileges which must be carefully defined in the Constitution. It 
should be open to the minorities concerned to seek proper relief in the 
Pederal Court, if any legislation is passed by the legislature in violation 
'of constitutional guarantees. Where, _ however, anything is done adminis- 
tratively which causes any injury or loss to. any -'minority, and where proper 
relief cannot be had in a conrt of laWj the Governor may be appealed to 
for his intervention. Clause (b) as it ' stands may, however, give rise to 
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... coniflicts between various sections of the commiinityj- if appeals are made to' 
,,the Governor against some act of the Miaistr 3 ^ of the, clay whieli niaj^ appear 
„„ . to the minority as being nnjiist to the minority, ' or opposed to what it 
:• 'considers to be its “legitimate interests.” It -vvill thus weaken the 
.. ■■vaiithority of ' the ■ 'may seriously interfere wi.tli its constitu- 

tional responsibility to the legislature. This clause requires to be carefully 
a’edrafted, so that the circumstances in which the 0-overiior may be called 
k his special responsibility, in the interests' of a minority, 

:. ':a 2 id the purpose for wdiich his intervention may be invoked may be closely 
: clefinecl. 

8. Clause (a) deals with the special responsibility of the Governor in 
respect of the prevention of any grave menace to the peace or tranquillity 
of the province, or any part thereof. If it is intended that in the ordinary 
day-to-daj^ administration of law and order the Governor should not inter- 
fere with the discharge of their responsibility^ by the Government of the 
day, then this clause must be revised. The administration of law and 
order is so closely connected with the administration of other departments, 
such as Land Keren ue, Excise, Forest, Public Charities, Religious Endow- 
ments, that it is easily conceivable that any action, legislative or adminis- 
trative, taken hy the Government of the day in any one of these depart- 
ments may create grave public excitement. Certain sections of the com- 
munity may then raise an agitation which may appear to the Governor 
as likely to interfere with the peace or tranquillity of the province, and 
the Governor may, piirporting to act under this clause, completely stop 
such action. For instance, it is no means unlikely that in several of 
the provinces, questions relating to the relations of landlords and tenants, 
or the administration of Public Charities and Religious Endowments may 
form the subject of legislation. It is conceivable that in one province the 
landlords, and in another the tenants or peasants may start an agitation 
attacking the policy of the Government. Similarly, if an attempt is made 
by the Government to bring under control or regulate the administration 
of Religions Endowments, the orthodox section of the community may adopt 
the same attitude. What is to happen in such a case? A nervous Governor, 
or a Governor who is not in sympathy with the policy of his Government, 
may easily stox> all such legislation under this clause. It is true that this 
clause can be brought into operation only where there is grave menace 
■and this clause is apparently intended to provide an intermediate stage 
of action of a preventive character o-n the x)art of the Governor, before 

the final stage of breakdown contemplated by proposal 105, page 65, is 

reached. The real object of this clause, however, seems to be to enable tbe 
Governor to take action when any grave menace to the peace or tranquillity 
of the province arises, due to the dangerous activities of a person or x>ersons. 
It may be that either the minister will not have the necessary courage to 
deal with a situation of that character, or he may feel that he will not 

have the necessary support from the legislature. In such a case the 

Governor may, in the interests of the province, interfere, so as to pz'event 
' a gfave menace to the 'peace. of' the province. It is, therefore, 
suggested that this clause should be so modified as not to interfere with the 
responsibility of the ministers in the other spheres of government, and its 
operation should be limited to the preservation of the peace or tranquillity 
as against'' a’ gfaVe menace*- therefo'rt, suggested that some such words 

r; as the following should be added:^^te^ — 

’ bf V 
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9. T’lie next important power of the Governor enabling him to discharge his 
special responsibility is that which is contained in proposal 92-93-94. In this 
connection reference may be made to paragraphs 36, 37, 38 of the Intro- 
'diiction.. ' . 

It will be noticed that under the present constitution a Governor of a prov- 
ince does not possess such powers as are contemplated by proposal No. 93. 
According to the White Paper scheme, briefly put, he is to be vested with twci» 
special pow’ers namely — 1. the power of enacting, according to a certain pro- 
cedure, a Governor’s Act, and 3. the jDower of making ordinances under pro- 
posals 103, 104, The procedure as regards the former according to proposal 
92, is, that the Governor may x^resent or cause to be presented a Bill in the 
legislature with a Message that it is essential, having regard to any of his 
special responsibilities, that any Bill so presented should become law, before a 
day specified in the Alessage, and (h) to declare by Message in respect of any 
Bill already introduced in the legislature that it should become law before a 
stated date in the form specified in the Message. In the event of the legisla- 
ture failing to act according to the Message, the Governor can enact the Bill 
as a Governor’s Act. It is submitted that this procedure, though not identical 
with, is akin to, the procedure of certifying legislation under the existing 
Government of India Act (see section 67B of the Government of India Act), a 
procedure to wdiich strong exception has alwmys been taken in India, 

10. The procedure contemplated by proposal 92 is objectionable in so far as 
(a) it is likely to tend to weaken party organisation in the legislature by 
affecting the adherance of the rank and file to their leaders; (h) it will blur 
the responsibility of the Ministers to the legislature and introduce an element 
of disruption into the legislatures. The Governor or the Governor-Genera] wdio 
resoi*ts to this procedure must not take shelter behind the support of such 
members of the legislature as dissenting from their leaders or the general 
body of members nmy^ decide to support such a Bill. Most of the special 
responsibilities contemplated by x>roposal 70 are responsibilities of an adminis- 
trative character. It is possible that a Governor may contemplate special 
legislation in the interests of peace and tranquillity of the x)rovince, but that 
can only be in rare instances. There does not however seem to be any valid 
reason to assume that if there is grave menace to the peace and tranquillity 
of the province the Ministers wall withhold their co-operation from the 
Gov^ernor. There does not, therefore, seem to be any necessity for giving this 
special power of legislation to the Governor. But, if the Governor must needs 
ha%^e that power, it is ifar better that he should exercise that pow’er on his 
own account than that the Bill should seejn to have received the support of 
the legislature. In short, the two spheres of responsibility must be kept dis- 
tinctly apart. Proposal 94 seems to be of a still more far-reaching character, 
as under this piwision the Governor can arrest the progress of any Bill wdrich 
in his opinion affects the discliarge of his special responsibility for the preven- 
tion of any grave menace to the peace and tranquillity of the province. The 
Governor lias and must have the power of veto in any case. It is therefore 
submitted that the power of stopping legislation of a Bill under proposal 94, 
should be done away w'ith. 

11. Under proposal 103, the Governor can issue an Ordinance, if he is satis- 
fied that the requirements of any of his special responsibilities with which he is 
charged under the Constitution call for the exercise of this exceptional power. 
If the language of this proposal is compared with Section 72 of the present 
Government of India Act it will he found that while the Governor-General may 
in case of emergency make and promulgi^i^ ordinances for the peace and good 
government of India, or any part' thereof,, "the,: Governor may under the pro- 
posal under consideration pass an Ordinance, not' 'merely for the peace and 
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..good.goyernmeiit of the proyince,,' but for implenienting ' any one of the special 
:'respoiisiMlities mentioned in proi>osal 70. It will he.. noticed that proposal o3 
of the White Paper 'gives the same powers 'to the G-overnor-CTeneral.. 'In these 
days .of 'easy commimication,. there is, no reason why the Governor . should 
'.'."possess, this power, when such power is also vested iii tlie Governor-General. ' It ' 
.'.is far.'-better' that ' the 'Governor-Generai slioiikl exercise.' this, powe.r from ,,MS' 
-place of .detaclimeht, tha-n that the Governor who will be nearer to the scene 
.^of. iO'Cal, excitement 'and local prejudices, shoii-Id be armed with the pcwer. 

'12,. 'Under .pro a.n additional power is vested, in the- Goveriioit.to..^ 

,.' '.Issne an Ordinance if his Ministers are satisfied, at any time when. the^-Tegi's- ■■' 
'■latiire is not in' session that, an emergency exists rendering, such a, conrse.EeceS'' .■ 
sary. If ail that is meant by this proposal is, that under certain special cir- 
cumstances, Orders in Council may be issued by the Governor upon the advice 
of liis Ministers, then such a provision should be made in explicit terms, but 
there does not seem to be any strong and valid reason for multiplying the 
power of issuing Ordinances at the instance of Ministers. Such a power is, 
it is to be feared, likely to affect the relations of the Ministers to the legis- 
lature, and may at times enable them to avoid their responsibility to the legis- 
lature by taking shelter behind the Ordinance promulgated by the Governor. 


APPENDIX B. 

A Memoeaxdxtm on CoaiMEEoiAn Discrimination by Mr. M. B. Jayakar, 

1. I base my comments on the provisions of the White Paper, being 
Clauses ISb and 122 to 124 of the proposals, and paragraph 29 of the 
Introduction. I also refer in this note to the previous proceedings of the 
Bound Table Conference, especially the fourth report of the Federal Struc- 
ture Committee (hereinafter referred to as the Fourth Beport, see second 
Bound Table Conference lleporte, p. 54), and the proceedings of that body 
and of the Minorities Committee at the second session of the Bound Table 
Conference. There are also a few references to a report of the Committee 
on Commercial Safeguards, which was presented to the third Bound Table 
Conference (see p, 39 of Indian Bound Table Conference, third session — 
N ovember-Decemher , 1932) . 

2. Clause 122 of the Proposals lays down that a Federal Legislature and 
the Provincial Legislatures will have no power to make laws subjecting in 
British India any British subject, including Companies, etc., constituted 
in India, to any disability or discrimination, etc., etc. As drafted, this 
Clause would, mean that no British subject, whether belonging to India or 
the United Kingdom or any of the Colonies or Dominions (now or in the 
future), and no Company formed by such British subjects, provided it is 
constituted in India, can he subjected to any discrimination. 

3. It would be open under this clause for a South African, or a New 
Zealander, or for Companies formed by South Africans or New Zealanders, 

'provided they are constituted •’m' India, v 'to'' claim complete equality for all 
time with indigenous concerns^U It is not quite clear, but it seems to me 
that under this clause it would.even Be open to foreigners to be incorporated 
into a Company in India . and claim exemption from discrimination unless 
!'the definition of British Subjeqt is .to be so framed as to include Com- 
'■paniss formed by- British clause, as drafted, is thus 
''altogether wide- and;4^s" Beyond the .qbnciusions^ arrived at at the 
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reciprocity in this clause, and therefore, as it stands, any subject of a 
Colony OT a Dominion, for himself as also for any Company he may con- 
stitute in India, will be able to claim equality, even if such equality is 
not granted to Indians in his own country. It will be clear from all the 
previous discussions on this subject at the Round Table Conferences that 
it vms never the intention to grant equality to any others than the residents 
of the IJiiited Kingdom. The issue was specifically raised by me in the? 
Federal Structure Committee (see^ e.g., last paragraph at page 1062 of the 
proceedings of the Federal Structure Committee and Alinorities Committee, 
second Round Table Conference, Vol. 2), Reference is also invited to 
paragraph 34 of the Fourth Report which clearly lays down it Avill be for 
the future Indian Legislature to decide when and to what extent such 
rights should be accorded to others than individuals ordinarilj' resident in 
the United Kingdom or Companies registered there, subject of course to 
similar rights being accorded to residents in India and to Indian 
Companies.’^ 

4. The future Indian Government should be left a free hand to discuss 
and adjust these questions on a footing of equality and reciprocity with the 
Dominions and Colonies of the British Emjpire as well as with foreign 
countries. This principle was accepted unanimously by the Committee on 
Commercial Safeguards in their report presented to the tliird Round Table 
Conference. In the last part of paragraph 3 of the said report it is stated : 

The Committee assume that it would he open to the Governments of India 
should they wish to do so to negotiate agreements for the purpose men- 
tioned in this paragraph with other iiarts of the British Empire.” The 
future Indian Government may^^ for instance, decide that the grant of any 
such privileges to South Africans might be conditional on their granting 
not only equality of trading, but also equality of political status to Indians 
in South Africa. That the object was to confine these privileges to the 
residents of the United Kingdom is also clear from the concluding sentence 
of paragraph 25 of the Fourth Report wKich says: ^^on the other hand the 
Committee are of opinion that an appropriately drafted clause might be 
included in the Constitution itself recognising the rights of persons and 
bodies in the United Kingdom tO' enter and trade with India on terms 
not less favourable than those on which persons and bodies in India enter 
and trade with the United Kingdom.” 

It will be seen from clause 24 of the Fourth Report that, in accordance 
with the discussions that had previously taken place, a distinction has been 
made between persons and bodies in the United Kingdom trading with India 
but neither resident nor possessing establishments there and persons and 
bodies trading with India and resident or possessing establishments there. 
It will he clear from this, as well as from the trend of the previous dis- 
cussion that it was admitted that a distinction should be made between 
the existing rights of British individuals and Companies now trading in 
India, and resident or povssessing establishments there, and British indi- 
vidiiais and Companies "who did not possess such establishments or who are 
not at present trading with India. The said clause 24 states that: such 

ipersons and bodies clearly do not stand on the same footing as those with 
whom this Report has hitherto been dealingi”. By this is obviously meant 
persons and bodies now trading with India and resident or possessing estab- 
lishments there. The same distinction was recognised in paragraph 4 of 
the Report of the Committee > on Commercial. Safeguards presented to the 
third Round Table Conference. This distinction is of vital importance and 
must not be lost sight of, as the safeguarding of the future industrial 
development -of India will, to a large extent,, rest upon the maintenance of 
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' tkis ciistiiiction. ' Just as"'tli6 'Clauses preceding Clause, 24 of .the Eourtk 
■ E6po.rt 'dealt with existing persons' and b.odies trading with: ' Indi,a 5 /so. 
Clause 122 of the PrO'pos-als of the White Paper is meant to deal with . such 
persons ,... and bodies only. ' , ■ 

6. The view which .the Committee took as , stated above,., is .the prevalent 
view in India, even ' amongst . British merchants. ' This .was made.. clear ' in 
.'cthe' course, of' the examination of Sir Edward Benthall and other' representa-. 
tives of Euro'.p.ean commerce, who gave evidence before the Joint Select 
'.Committee. I sliail quote a short extract from ' Sir .Edward ,,' Beiithairs 
evidence consisting of my questions and his replies on this point. 

ilfr. Jayakar : Sir Edward, your Association speaks on behalf of British 
subjects domiciled in the United Kingdom and trading wnth India? 

Sir 'Edward: Yes. 

Mr. Jayakar: You do not represent British subjects who are not domiciled 
in the United Kingdom? 

Sir Edward: Ko; we are speaking for the first class. 

Mr. Jayakar: And they accept the principle of reciprocity? 

Sir Edward : Y^es. 

Mr. Jayakar: What will be your Association’s view? Do you suggest that 
British subjects belonging to othei' parts of the British Empire should enjoy 
in India rights which their own country does not give to Indians? 

Sir Edward: I think I made it clear in an answer to a previous question 
that we were only representing British subjects domiciled in the United King- 
dom, and while we hoped that British subjects domiciled in the Dominions 
would be treated in the same way as British subjects domiciled in the United 
Kingdom, that was a matter of arrangement between the Government of India 
and the Government of the Dominions. 


Mr. Jayakar: Y"ou do not advocate that they should enjoy in India rights 
which their own country does not give to Indians? 

Sir Edward : That is a matter of negotiation, I think. 

Mr. Jayakar: Vvhat is your own view? Y"ou are an important man in 
British India. Do you suggest that they should enjoy in British India rights 
w^hich their country does not give to British Indians? 

S ir Ed wa 7'd : No . 

7. The iDi'incipal objection that has been raised from the Indian rmint of view 
to the proposals regarding commercial discrimination is that they do not pro- 
vide adequate means of safeguarding the development of Indian industries, 
particularly with regard to the basic, national, key and infant industries, 

8. So far as industries already established by Britishers in India are con- 
cerned, I recognise that it would be futile to resist the grant of complete 
equality to them. The question, however, stands on a totally different footing 
with legard to industries that may be established in the future. With regard 
to them, there is no reason why the princix>ies recognised as aforesaid in 
paragraph 24 of the Fourth llei>ort and paragraph 4 of the Eepoi't of the Com- 
mittee on Commercial Safeguards at the, third Bound Table Conference should 
not be embodied in the Constitution Act. I can find no adequate reason why 
the Indian Legislature should be debarred from providing reasonable condi- 
tions regarding incorporation, , capital, -control and similar other requirements 
which would ensure that Gompahies to/be formed under British initiatix^e or 
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bounties are granted was accepted in paragraph 4 of the Report of the Com- 
mittee on Commercial Safeguards at the third Round Table Conference and 
lias already been accepted by the Government of India. I may mention^ how- 
ever, that the grant of direct subsidies or bounties is fast coming to be 
regarded as an inadequate and economically objectionable method of helping 
industries and is utilised in rare cases only. There is no reason why similar 
conditions should not be imposed in ail oases where assistance is granted by 
the State, whether in the shape of a financial aid or otherwise, in order to* 
safeguard and promote industries of the nature described above. 

9. The definition of infant industries should not present any difficulty. 

By key industries ” I mean industries dealing with certain materials or 

processes which are regarded as vital for the defence or v/ell-boing of the 
country. Instances of such industries as mentioned in the British Key 
Industries Protection Act ” are: optical glass, magnets, valves, etc. 

The term basic or national industry is more difficult to define exactly. 
By basic or national industries I mean industries which are necessary for the 
defence of a country in time of war, or on which its industrial prosperity in 
peace is based. 

10. It is not unlikely that an attempt will be made to set aside the whole of 
this proposal on the ground of the impossibility of defining basic or national 
industries. In that case, I would invite attention to paragraph 22 of the 
Fourth Report in which a reference is made to the difficulty of drafting a 
cla’use i3rohibiting legislative or administrative discrimination. It is stated 
there: “ a completely satisfactory clause would no doubt he difficult to frame 
and the Committee have not attempted the task itself. They content themselves 
with saying that (despite the contrary view expressed by the Statutory Com- 
mission in paragraph 156 of their Report) they see no reason to doubt that an 
experienced Parliamentary draftsman would be able to devise an adequate , 
and workable formula.” Similarly I would make no attempt in the time at 
my disposal, to frame a satisfactory definition but would content myself by 
saying^ that it should not be beyond the competence of an experienced Parlia- 
mentary draftsman. If, however, the difficulty of formulating a general defi- 
nition was found to be insuperable, a schedule might be attached enumerating 
the various industries to be treated as basic or national. Such a schedule 
might contain the following: — 

Ammunition and materials of war; 

Railways ; 

Exploitation of minerals, water and electrical power; 

j^Ianufactiire of iron and steel; 

All industries which are State monopolies or over which Government 
exercise any form of direct control. 

'This list is illustrative. 

11. In coiineetion with the right of a country to safeguard its indigenous 
industries, I would invite the attention of the Committee to a Memorandum 
by Dr. Narendra Nath Law printed in the proceedings of the Federal Struc- 
ture Committee and Minorities Committee, second Round Table Conference 
VoL 3, pages 1483 and following. 

12. A difficulty will immediately arise regarding the definition of existing 
industries. It would not be difficult to get over any conditions sought to be 
imposed l>y forming what would be essentially a new Company while retaining 

' the name of an existing Company. Here, again, I do not attempt to forinu-, 
late a definition which would leave no loopholes but would suggest that a sub- 
stantial' modification of the scope and 'nature ^ of -a business might be held to 
..constitute a new undertaking. 
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13. I now proceed to' .state Bow Clause 122 miglit be modified so as correctly 
■ V io implement the. decision arrived at the Bound Table Conference. 

I should word it soinewhat as-, follows : — 

The' Federal Legislature, and the . Provincial Legislatures will have no 
power to -make Laws subjecting in British India any British subject". 
domiGiled in India or in the United Kingdom at the time of the passing 
of the' Act, including Companies, partnerships or Associations constituted 
in India and existing at the time of the passuig of the Act, and Com- 
panies constituted in the United Kingdom and trading with India at the 

■ time of the passing of the Act, in respect of taxation, the holding of 
property of any kind, the carrying on of any profession, trade, business 
or occupation, or the employment of any seiu'ants or agents, or in respect 
of residence or travel wdthin the boundaries of the Federation, to any 
disability or discrimination based upon religion, descent, caste, colour, or 
place of birth, etc.” 

(The italicised words are new.) 

14. A further difficulty has been caused by the fact that, the question 
of the rights of all Indians to hold property, trade, travel, etc., in which 
no discrimination is intended to be made now’ or hereafter is mixed up in 
the said clause with the question of the equality of the existing rights of 
British traders. This has caused confusion. It would be better -bo deal 
with this subject separately by means of a separate clause in the Constitution 
Act which wmuld guarantee such equality to ail British Indian subjects for 
all time. 

15. It is further to be noted that, as stated above, nothing has been 
mentioned about reciprocity in Clause 122. So far as tbis clause merely 
guarantees non-discrimination to the existing British business interests, 

I do not think that reciprocity matters very much. But perhaps it would 
be better to refer to it in this clause, so that, in the very unlikely contin- 
geney of the British Government imposing restrictions upon Indian trade 
or industry in the United Kingdom which do not exist at present, it will 
b© open to the Indian Government to impose similar restrictions upon 
British Companies in India. It is only W'hen clause 122 is re-drafted so as 
to be made applicable to existing British interests that clause 123 assumes 
its real significance. It might be pointed out that if clause 122 remains 
as it is in the White Paper and clause 123 also remains unaltered, then 
clause 123 does not carry out the intentions of the Bou^ad Table Conference, 
because in paragraph 24 of the Fourth Beport, it is distinctly stated that 
'Hhe Committee w^ere generally of opinion that subject to certain reserva- 
tions, they (i.e., persons and bodies in the United Kingdom trading writli 
India but neither resident nor possessing establishments there) ought to be 
freely accorded upon a basis of I’eciprocity the right to enter and trade 
with India.” (The italics are mine), \ 

16. In Clause 123 there are no reservations of any kind which would be 
applicable to Companies not now trading with India or possessing establish- 
ments there. I have already mentioned the kind of reservations which 
I would apply to such Companies in the interests of the future development 

'■',5 ^ pf Indian industry. If .Clause 1^' ‘Is modified as suggested above, Clause 123 
may perhaps remain as drafted in the; White Paper, in view of the modifica- 
tions I propose in Clause 124. "T would mo-dify Clause 124 on the foilowdng 
V; lines ^ ^ ^ 

Act of. the Federal' or of a Provincial Legislature which with 
-y '-y view „ lx? 'Ahe, encouragement '■‘’of Indian trade or industry, lays down 
' i ceTtUin conditions rcaardina the incorporation of future Companies 




ON INDIAN CONSTITUTIONAL BEFOEM 


:3l:g: 


16° Novemh-ris, 1933.] Memoeanbttm iContinued, 

BY Sir Tej Bahadije Saprtj, K.C.S.I. 


proportion of it to he offered to Indian subjects, the composition of 
the Board of Directors, or the facilities to he given for the training of 
the Indian subjects of Mis Majesty, wiil not be lield to fall within the 
terms of the tw^o -preceding paragraphs/^ etc. (The words italicised 
are new). 

17. Before considering the new draft, I might examine the clause as 
drafted in the White Paper. In this ; connection attention is invited to the 
discussion -in the Federal Strnctnre Committee on this question and the • 
remark of Fiir Purshotamdas Thakurdas in the middle of page 1244 (Indian 
Bound Table Conference, Second Session, proceedings of Federal Structure 
Committee and Minorities Committee VoL 2), stating that the reference 
to the recommendations of the External Capital Committee was illustrative 
and not exclusive. Particular reference is also invited to the discussion on 
this question, especially the remarks of Lord Beading on pages 1246 and 
1247, -where the noble Lord accepted my suggestion that the conditions 
should be such as might be prescribed iby the Indian Legislature. Neverthe- 
less, Clause 124, as drafted now, treats the conditions as though they were 
exclusive and ail-suffieient and incapable of being modified in any way by 
the future Indian Legislature. One of the conditions which was then 
suggested was that a certain proportion of the capital should be held by 
Indians. Some objections, into which I need not go at present, can be raised 
to this suggestion, but there can be no objection to the offering of a certain 
proportion of the capital for subscription in India at the time of the issue. 

I may here invite the attention of the Committee to the remarks of Sir 
Akbar Hydari on page 1243 describing the practice in Hyderabad. Sir xikbar 
said . wherever we want to give any help from public funds we 

do lay down certain conditions, which are not based upon racial discrimina- 
tion, but upon these facts — that a certain proportion of the directors 
shall be Hyderabadis and also a certain number of the shareholders. Having 
regard to the difficulties to which Lord Beading has referred, we say that 
a first refusal of a certain number of shares shall be given either to 
Hyderabadis or to the Hyderabad Government, but afterwards there are 
no further conditions.^’ 

If such a practice prevails in conservative Hyderabad, there ought to be 
no objection in adopting it in British India. 

18. There is another respect also in which the conclusions of the Round 
Table Conference do not seem to have been fully embodied in this Clause. 
It is material here to refer to the remarks of Lord Beading in the last 
paragraph on page 1082 in which he admitted the right of the Government 
of India to lay down conditions in respect of future public utility under- 
takings or public concerns in which public money was to be invested or 
used. His Lordship said: '‘I quite follow the argument that where, for 
example, in future public utility undertakings or public concerns in which 
public money is to be invested or used, the Government of India may say, 
well, we think that a Company which is to get the benefit of the subsidy 
that we sliall give or of the advantage that we shall give by some direct 
payment or use of money, must be a registered Company in India with 
rupee capital, with a moderate reasonable proportion of directors, and with 
a reasonable and moderate proportion of Indian shareholders ...” There 
may be concerns of this kind in which public money is used but which never- 
theless do not receive subsidies or bounties. The right of the Government 
of India to impose conditions in such oases does not appear to be provided 
for, In.' clause 124. 

19. Turning now to the clause as drafted by me, it will be seen that I have 
specifically defined the nature of the conditions which it would be within 
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tlie conipeteiice' of the 'future Indian Legislature to impose, and not give it 
, a 'general power to impose restrictions. 'I am prepared, to; concede, for meet-., 
. iiig ray oppollent^half way, ..that the grant, of such a general power, in spite 
' of The. remarks of Lord Reading already quoted,' may be' open to grave diffi- 
culties and may 'be' stoutly opposed unless it is hedged , in d3y numerous qualify- 
ing clauses. I am even prepared-' to accept the principle that the conditions 
so imposed must be for the development of Indian trade and industry and not 
for the hampering of British trade and industry and that it may be open 
: 'to the. FederaT Co-urt to decide whether the conditions imposed are in fact 
-'meant for the promotion of Indian., trade and iiid'ListrjT', or for the hampering 
or obstruction of British trade: and industry. ,May I add, that in making 
these concessions I have gone as far as it is possible for Indian opinion to go. 

20. The Viceroy may also exercise his power of disallowance or submis- 
sion of the Bill for the pleasure of His Majesty. If, even with these 
safeguards, a power to impose conditions is not granted, then Indian 
opinion may have to hold out for a clause such as the one proposed by me. 
If, even to that, an objection is raised that, in the absence of a definite 
proportion or percentage, the power may be go exercised as seriously to 
obstruct, if not destroy, British business, the answer would again lie in 
the power of appeal to the Federal Court and the authority of the Viceroy 
to interfere in the exercise of his special responsibility for the prevention 
of commercial discrimination. If there is still no agreement, we may agree 
to define the conditions more closely. In that case they might be: — 

(1) The right to provide that the Company shall be incorporated in 
India on a rupee capital. 

(2) That at least half the Directorate shall be Indian. 

(3) That at least 55 per cent, of the capital shall in the first instance, 
be ofiered for subscription in India. 

(4) Adequate measures for the training of Indians in the industrial 
concerns. 

21. "What to my mind is most important is that India should have the 

right to impose these conditions in the case of all future Companies wdio 
may desire to establish themselves in India in connection with the basic, 
national, key, or infant industries mentioned above. I do not think that 
it can be said that we would be raising a very important issue at the 
eleventh -hour, because according 'fco my reading of the proceedings of the 
Round Table Conference the right to make a distinction between existing 
and future British Companies has, as stated above, always been admitted. 
If such a thing is not done, to take the instance of the Iron and Steel 
Industry of the Tatas, it will be possible for a powerful and long-established 
firm like Messrs. Dorman Long^s, to establish themselves in India and 
compete with them. Fven though 100 per cent, of their capital and 100 per 
cent, of the Directorate may be British, and they may not agree to train 
a single Indian in the more responsible posts in the Iron and Steel Industry, 
they will be entitled to the benefit of all the protective duties. It is only 
when an^^ question of direct financial assistance in the shape of a subsidy 
or bounty arises that there is, any likelihood of any distinction, but the 
possibility of a Company like , the Tatas being given a subsidy or bounty 
in the future is very remote. ^ — . . • . ; - 
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Adaiikisteativb Discrimination. 

22. Tbe iproposals regarding Administrative Biscriiniiiation as embodied 
in the White. Paper are novel; they' midnly, fetter the discretion of the 
Ministers and will actually place Indian industry in a mare unfavourable 
position than it is to-day. Paragraph, 29 of the Introduction to the White 
Paper says: ‘‘The Governor-General or the Governor as the ease may be, 
would he entitled to act otherwise than , in accordance wiMi his Minister’s 
advice li he considered that such advice involved discriminatory action in 
the administrative sphere.” Under clause 18 of the Proposals the Governor- 
General is declared to have a special responsibility ” in respect of {e) 
the prevention of commercial discrimination. The clause fiirtlie]* says: ” It 
Vvill be for the Governor-General to determine in Ms discretion whether 
any of the ^ special responsibility ’ here described are involved by any 
given circumstances.” That seems to mean that the Governor-General, 
in the case of administrative discrimination at least, wdll be the hnai judge 
as to whether any act of liis Ministers really involves such discrimination. 
Instances of such discrimination exercised in a reasonable and impartial 
manner exist even to-day, not only in India, but in all countries of the 
world. . 

23. To take an instance. The B.B. & C.I. Bailway invited tenders both 
in England and India for sleepers some time ago. I understand that 
although one tender in London was slightly lower than an Indian tender, 
the Government of India, in the exercise of its discretion had the contract 
awarded to the Indian Company as the producers of Iron and Steel in the 
country itself. There are many countries in the world to-day in which their 
respective Governments have issued specific instructions that for ail Govern- 
ment wmrks, works of public utility by municipal or other local bodies, 
materials produced in the country alone should be used wuth a view to the 
prevention of unemployment. The Indian Government is far more conserva- 
tive in this respect than most other Governments. Tenders for public works 
are invited from ail over the -world and it is only in rare instances as 
when dumping prices are tendered, as is so often the case nowadnys, and 
the difference is very small, that any preference is given to the lionn* 
manufacturer. Under the provisions regarding administrative discrimina. 
tion as laid down in the White Paper as strictly interpreted, it would be 
open to any British manufacturer whose tender may be £100 less than the 
tender of an Indian manufacturer, actually to go to the Federal Court on 
the ground of administrative discrimination even if the Governor-General 
or the Governor did not choose to interfere in the exercise of his special 
responsii)ility,” Such a provision is not only detrimental to the interests 
of industries run by Indians in India, but also the interests of industries 
run principally by British interests in India, such as the engineering and 
coal trades. No question of reciprocity enters into this. .Reciprocity in 
any case, between a rich and an industrially powerful country like Great 
Britain and a poor and backward country like India is a bit of camonffage, 
bub as applied to administrative discrimination it is nothing less than 
moonshine. Supposing there was an order ' for British rails which -would 
mean employment to 10,000 British workmen,, would any Raihvay Company 
or public body or Government in England dare to place the order in 
Germany or in Canada simply because the German or the Canadian tender 
was £100 less than the lowest British tender? Would they place the order 
with an Indian manufacturer , if ills- tender,. .was; £100 less? The life of 
no' British Government which systematically;'^ countenanced any such policy 

(Would, -be worth ^ a month^s purchase. It is perfectly right and reasonable 
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tliat siicli siioiild be tlie case. At a time wlien tlie spending of money for 
public works in, order to relieve unemployment is powerfully advocated, it 
would certainly be wrong for a Britisih Government or a Railway Company 
to give a contract outside Great Britain, merely because tliey saved a few 
pounds' and thereby deprived a number of British workmen , from getting 
their Tiveliliood, The 'same 'thing would be done by Canada' .or ■ France or , 
Germaiiy or ' Belgium, ' and there .is no reaso'n why it should " .not be done 
by India. . 

'24. As stated above,, it is 'being 'done now 'by the Government of .. India, ... 
altiio.ugli in a very timid, ' cautious , and. conservative manner, but c the . new. . 
Constitution outlined in the White Paper would deprive the future Indian. 
Government of ail powor to do so. There is no reciprocity in this case 
and the existing proposals should be abandoned as far too rigid and unfair. 
At the same time it is not unreasonable that British interests should seek 
to safeguard themselves against systematic discrimination in the administra- 
tive sphere by the future Indian Executive which might lead to serious 
harm to their business. For that purpose, I wmuld only leave a general 
discretionary power to the Governors and the Governor-General to inter- 
fere and overrule their Ministers if they thought that the administrative 
discrimination made by the latter was so markedly malicious, persistent 
and unfair as to amount to the penalising of British business vis-a-vis Indian 
business. Special provision for that purpose might be made in the Instru- 
ment of Instructions. The Governor-General or the Governor wmuld not 
lightly exercise this power of interference as it would lead to the resignation 
of the Minister and a public outcry, unless it was fully justified; but this 
is essentially a matter ivhere practical and political considerations enter. 
It is difficult to lay down the exact limit at whch the Governor-General or 
the Governor would exercise his right of interference, or to define it in 
terms of hard and fast rules. I would not, therefore, give the power of 
adjudication on this issue to the Federal Court as that would immediately 
make the provision too rigid and deprive it of the elements of flexibility 
and discretion which are its essence. 

2o. There is another very important consideration. There should be very 
little administrative discrimination as between British Companies estab- 
lished in India iio.w, or in the future, but there ^should be discrimiiiatipu 
within reasonable limits, between Indian Companies or British Companies 
established in India and British Companies incorporated in the United 
Kingdom. 

It is mainly a question of the measure of the discrimination and its 
reasonableness and must be left to the discretion of the Governor-General 
and the Governors, , I would desire, a modification of Clauses 122 to 124 of 
the Proposals, in the light of these eomments. 

, 20. I cannot conclude this note without referring to the formula which 
was acc6ptf?d by the first Hound Table Conference as a compromise between 
the rival views of British and Indian business men. That formula, which 
is to be found set out in detail at page 49 of the first Hound Table Con- 
ference Reports (copy, supplied to the Committee), spoke of an appropriate 
convention based on recijjrocity: to' be entered into for the purpose of regulat- 
ing the rights of the British ; csoipmercial community in this behalf. I have 
not been able clearly to,, understand vdiy such a convention is regarded as 
-.impossible in e 2 i?pert cirb^Si;,- -That. there are difficulties connected with the 
creation of such a convention may Be easily conceded, but such difficulties are 
to Bo eneountehed in every; branch of this -subject, I do not regard these ' 


ylNDIAH :pC)J^JSTiTtjpdMri' EEFOBM; 


319 -,. 


Novemhris, 1933.] MEJ^ia-RANDUM [Coniinued. 

SiEv.TEi'.BA.HABirR''BApRijj: K.C*S.,I. 


on, both sides. The advantages of such a convention are maiiifestj and were 
referred to in the course of the discussions at the first and second Round 
.Table .Conferences.,, Even now, I would ■ urge , upon the, attention of , His 
Majesty’s C4overnnient some method by which these difficulties might be 
overeomo and an appropriate convention established between the two 
couiitrieSj even after the new Constitution is offered to India. To was very 
encouraging to hear the views in this connection of no less a person ^han^ 
Sir Edward Benthallj the main representative of European Commerce, wlio 
gave evidence before the Committee. I shall quote a short extract from 
his evidence, being my questions and his replies on this point. 

Mr. Jayakar: Do I understand that you do not think that an appro- 
priate convention is possible? 

Sir Edward : We have said in paragraph 22, of Part G of our mernoranduin, 
that we put forward the proposal for a convention ourselves, but it wms not 
found practicalde to accept the Chambers’ proposal, and, if I remember 
aright, at the second Round Table Conference, it was you, Mr. Jayakar, 
who said that such a convention ought to be negotiated between the Gov- 
ernment of India of the future and the Government of Great Britain. 

Mr, Jayakar: That is so. Would you agree to such a convention being 
created at the right time? 

Sir Edward: If it could be negotiated. 

Mr. Jayakar: I am assuming that such a convention could be negotiated. 
Would your Association agree to such a convention? 

Sir Edward : Certainly, provided it covered our rights. 

Mr. Jayakar: I mean a convention which carried out the principle which is 
contained in the first part of the formula. This formula embodies in the 
first part the principle of it, and, in the second part, it suggests that the 
convention should carry out the principle which is embodied in the first part. 
Would you agree to such a convention? 

Sir Edward: Yes; of course it has got considerably more complicated than 
that paragimph indicates, since that time. 

Mr. Jayaka/r: I want to know whether you think a convention of this 
character cannot be worked out. That is not your view? 

Sir Edward : We always felt it could, but practical difficulties were put 
in the way. 

Mr. Jayakar: Supposing those practical difficulties could be got over, 
merely as a matter of principle your Association would accept a convention 
of that character? 

. _ Sir Ed-imrd: Yes, we like the idea. 
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APPENDIX C, ■ ■ " 

2oth July, 1933. 

From M. R. Jayakar, Esq.' 

.My-dear 'Sir TeJj: ' 

y I have carefully gone thraugh the Memorandum which you have prepared 
oil the White Paper, stating the Indian point of view as yon and I have 
.conceived it. 

I am in complete agreement with the views yon have stated in your 
Memorandum, and I do hope that you -will be able to persuade the Ht. 
Hon. Secretary of State and the British Parliamentary Committee to accept 
the suggestions you have made in your Memorandum. In that case, I have 
no doubt that the White Paper will be acceptable to a very large section 
of our countrymen, who will be able to work the new constitution and settle 
down to constructive work. 

In response to your desire that I should add a Memorandum of my own 
on Commercial Discrimination, I am sending you a short note, with per- 
mission to incorporate it with your Memorandum when you send it to the 
Secretary of State and to the CHiairman of the Parliamentary Committee. 
I authorise you to deal with my note in any way you like and even 
incorporate it, if yon think it right, in your Memorandum when you publish 
it for the use of our countrymen, on your return to India. 

Yours sincerely, 

(Signed) M, R. Jayakar. 

24th July, 1933. 

From N. M. Joshi, Esq. 

My dear Sir Tej, 

I have read your Memorandum on the White Paper. I find myself in 
agreement with the general lines of the Memorandum and -with most of 
your constitutional proposals. There are a few points, specially dealing 
ivith Labour and the demoeratisation of the Constitution, on which I shall 
write a separate note. 

Yours sincerely, 

(Signed) N. M, Joshi, 



22nd July, 1933. 

Note from A. Rangaswami Iyengar, Esq. ' 

1 desire to add this note to Sir Tej Sapru’s Memorandum. I not only 
accept the case for India as stated by him in all essential outlines, hut also 

■ in the actual proposals he has made. . / .y/ - ' ' 

; 1 have, however, a number of important suggestions on questions con- 

' ;neoted _with General and-' Eailway,' Finance,-' Franchise, 'Special Eesponsi- 
Mlities, and the like, on which I dCsire to submit supplementary memoranda 
to the I;iord. Chairman of the Joint Committee, for thq consideration of the 
Joint/^Select '' ' 

2 ! .r A.v " Av Bangaswami lYSNOAm* 
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RECORD X— (contd.) 

5. Memorandum by Mr. A. H. Ghuznavi on certain 
points affecting Bengal 

While I . fully endorse the conclusions of the niemorandtim submitted 
Jointly by the British Indian Delegation to the Joint Committee on Indian 
Constitutional Reiornij 1 would like to bring prominently to the notice 
of the Comniittee two points which are of special importance to the Pro- 
viiice .of ,, Bengal which I represent. ■ , . ' . • 

In the first place I should like, on behalf of the Muslim Community of 
Bengal, to say a few words on the determined efforts that are being made 
in eeitain cjiiarters both here and in India to have the Communal Award 
revised in x'espect of Bengal. I would state with the utmost emphasis 
that any such change would alter for the Muslims of Bengal the whole 
basis of the Wdiite Paper x)i’f>pt>sals, and the entirely new situation that 
would be created would give rise to serious difficulties since it re-opens 
the whole question of our support to the scheme of reforms. As is well- 
known, at a comparatively early stage of the discussions at the Round 
Table Conference, the Muslim Community declined to take part in the 
discussions relating to Central responsibility until and unless there was 
a satisfactory solution of the communal difficulty. The Muslim Community 
participated in the Third Round Table Conference on the understanding 
that the Communal Award would be maintained. 

I should fail in my duty both to the Committee and to my Community 
if I did not stress the fact that very grave apprehensions have been aroused 
in our minds by rumours to the effect that the Committee may contem- 
plate changes in the Award. After seven months, day by day contact 
with the Joint Select Committee I am confident that so well-informed a 
tribunal is conscious of the very serious evils (which would attend any 
alteration in the terms of the Aw'ard. But I cannot conceal the fact that 
the Muslim Community in Bengal has been deeply disturbed by the in- 
formation it has obtained of the strength and ubiquity of the attacks wdiich 
are being made day by day on the Award. That this statement of the 
position will be given the weight which is its due is the earnest hope of 
many millions of His Majesty’s Muslim subjects in Bengal, and indeed 
throughout British India. 

The second point I wish to make on behalf of the whole of Bengal and 
not merely in the interests of my own Community is about the allocation 
of the export duty on jute. The White Paper proposal is that Bengal 
should receive half the proceeds of the export duty on jute. I need not 
here elaborate the arguments which I have urged on previous occasions 
that, in view of the economic situation in Bengal, the entire proceeds 
of the tax should be assigned to the Province on grounds of equity. While 
I have no objection to the retention by the Federal Government of a 
portion of the proceeds for a limited period, the allocation of revenues 
under the new Constitution should definitely recognise this as a Provincial 
tax, to he ultimately assigned completely to the Province concerned. 
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6. Memorandum on Labour Representation, 
Franchise, etc., by Mr. N. M. Joshi 

Witboiit prejudice to my views on the adequate Labour Representation 
and the desirability and practicability of Adult SuJErage, I propose to make 
some suggestions for modifying tbe White Paper proposals as regards the 
representation of Labour and Franchise and a few other cognate matters 
which will make for some improvement. 

Laboxtb Repbesisntation. 

Provincial Legislatures — Provincial Assemhlies. 

Labour is inadequately represented in all Provincial Legislatures. But 

1 shall content myself by suggesting that in C.P. which is an industrialised 
province, having Textile, cotton-ginning and pressing, Mining and Rail- 
ways highly developed, Labour Representation should be increased from 

2 to 4. In C.P. the aborigines and Hill tribes form one-fifth of the 
population and are given only one seat. I suggest this special representa- 
tion should be substantially increased. 

Seats allotted to Labour in Sindh and Orissa should be increased from 
one seat in each Province to two seats in each. In North Western Frontier 
Province no seat is allotted to Labour. I suggest that Labour should bave 
a minimum of two seats in this Province. It may be said even these slight 
modifications may be considered as an alteration of the Communal award. 
If that view is taken I would suggest that Government should in these cases 
take the initiative in securing the consent of the Hindus and Miissalmans 
to these modifications, which in my view is not difficult, considering the 
slight nature of the changes proposed. It would not be -fair to leave the 
initiative in this matter to illiterate working classes and aborigines. 

Provincial Upper Chambers, 

In the Provincial Upper Chambers where they are proposed to be estab- 
lished, no Labour representation is provided. The landlords, industrialists 
and merchants on account of their influence and wealth will easily secure 
representation without special reservation. In no province Labour Repre- 
sentation is sufficient to secure election of its representative without special 
reservation. The qualifications for candidates for election for these Upper 
Chambers ought to be so devised that Labour Candidates will not find it 
very difficult to possess them. 

Federal Upper Chamber. 

Remarks made above regarding Labour representation in tbe Provincial 
Upper Chambers apply equally to the Federal Upper Chamber. Seats 
reserved for Labour in the Upper Chamber should be filled by election 
through an electoral college consisting of members elected for Provincial 
Legislatures through special Labour Constituencies. 

Federal Assembly. 

No representation has been provided to the aborigines and Hill Tribes, 
either in the Federal Assembly or Federal Upper Chamber. Though in 
some cases this section of the population will be in what are called back- 
ward Areas ”, they will be subject to most of the Federal Legislation on 
Federal subjects. A glance through the list of Federal Subjects will con- 
vince anyone of this fact. Moreover, even .the Backward Areas cannot be 
free from Federal Taxation. There is, therefore, no justification for deny- 
ing representation to this helpless section of the population. The same 
remarks' apply to the representation' 'of ..these;. people' in the .Provincial and 
Federal Upper, Chambers. / ' 
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Franchise, 

I suggest til at a certain ainonnt of wages paid in casli on inontElyj 
fortnightly or .weekly basis, should be regarded as a qualification for 
fra.iicliise. Any one who has earned during the previous year an income of 
Es.lOO and more by his wages paid monthly, fortnightly or weekly slionld 
^be entitled to vote. If it is absolutely necessary this qualification may be 
first made applicable to cities and towns wdiicli have municipalities where 
the staff for registration of voters will easily be available. This qualifica- 
tion will not only benefit Labour but will be useful in increasing the 
number of women voters for which some difiSculty has been felt. 

In Bombay for the election of Provincial xAssemblies tenants of agricultural 
land are not given franchise. This omission ought to be rectified. Under 
the present constitution they possess franchise and consequently are entitled 
to vote for elections for the Federal Assembly in the White Paper Con.stitu- 
tioB. It is therefore inconsistent that when tenants can vote for the 
elections for the Federal Assembly they cannot have a vote for elections 
for the Provincial Assemblies. 

Me^esentation of States, 

As a matter cognate to the main subject of these notes, I suggest that, 
without doing any violence to the Sovereignty of the Eulers of Indian 
States, recognition of the principle that their representation in the Federal 
Legislature should be popular or representative of the people, should be 
secured. If this is done through the Treaties of Accession no violation of 
Sovereignty is involved, as these treaties .will provide for voluntary sur- 
render of some sovereignty on the part of the Eulers of Indian States for 
the purposes of the Federation. 

Mights of Property, 

The statement made in the Introduction of the "White Paper, Para. 75, 
that some provision regarding Rights of Property should find a place 
in the Constitution Act is fraught with serious consequences. Any such 
provision is bound to lead to difficulties, even though the proposal may 
be well defined and restricted. The power of Governments to deal with 
proposals as regards taxation, protection of the rights of agricultural tenants 
and of tenants of residential buildings and as regards clearing of slums 
and dangerous buildings and improvement of unhealthy areas within the 
bounds of municipalities and outside them, will always be in danger of 
being challenged. 

Extension of Franchise in the future. 

The White Paper proposals make no provision for the extension of 
franchise in the future. There is no justification of principle for the 
Testrietion of franchise to a small section of the population. As the restric- 
tion is mainly based on the ground of the difficulty of polling arrangements 
steps must be taken for the removal, of the^ difficulty and the Constitution 
ought to provide for the automatic, extension of enfranchisement and fix 
a period within which the j^oal of adqlt suffrage will he reached. It is 
suggested that the extension _6£ franchtse'^ should be left to^ Indian Legisla- 
, tures. But.it is wrong to '.expect^ Legislatures,- elected on the basis of a high 
franchise qualification 'to extend- ■enfranchisement without., a struggle on the 
part of the unenfranchised ‘and 'therefore ft/is-'es^ntial that the extension 
‘.y'* is ensured by’the 'iDonstituilon\Act itself :andGite.methqds of extension may 
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6a. Memorandum by Mr. N. M. Joshi on the Position of 
Labour Legislation in regard to the proposals in 
the White Paper 

The White Paper has very rightly put most kinds of Labour Legislation 

in. List III which consists of subjects of concurrent jurisdiction. The need 
for Labour Legislation being uniform is recognised by ail and therefore doe.'?* 
not require to be dilated upon. However this kind of legislation not only 
needs uniformity, but it is necessary that the uniformity should be attained 
simultaneously. No one Province will be very willing to place any financial 
burden or any other kind of restrictions upon its industry, especially when 
it IS competitive, unless such burden or restrictions are placed upon the 
industries of other Provinces. The lists given in, the White Paper, though 
satisfactory as far as they go from the Labour point of view, require some 
modiheatioiis. Health insurance and invalidity and old-age pensions 
are put down in List II (which consists of subjects of purely provincial 
jurisdiction. It is necessary that these subjects should also be placed in 
List HI and be made subjects of concurrent jurisdiction. There is no 
justification for differentiating these subjects from the other subjects of 
Labour Legislation which are already placed in the list of concurrent juris- 
diction. Schemes for health insurance and invalidity and old-age pensions 
may require contributions both from employers and employees, and in deed 
the financial burden of such schemes uj)on the industries may even be greater 
than the burden of legislation like the Workmen’s Compensation Act which 
is already put in the List of Concurrent Jurisdiction. The experience of 
other Federations clearly proves the difficulty of establishing satisfactory 
schemes for health and other 'kinds of social insurance, when the power to 
legislate on them and to find money for them is entirely left to- Provincial 
Governments. Moreover, -workers working on railways, inland waterways and 
on sea-going ships cannot easily be brought under j^rovincial schemes of 
health insurance, or other social insurance, nor is it just to keep them out 
of such schemes. 

Unemployment insurance is not mentioned in any of the Lists in the 'White 
Paper. The need for other kinds of social insurance such, as fo-r the support 
of mothers, widows and orphans is felt and recognised in the modern world. 
In order, therefore, that all these objects should be covered by the constitu- 
tion it will be wiser to put in Social Insurance as one of the subjects 
and make it of concurrent jurisdiction. 

The White Paper in paragraph 114 has placed a restriction upon the 
powers of the Federal Legislature in legislating upon subjects of concurrent 
jurisdiction; the Federal Legislature cannot legislate in such a ;way as to 
impose financial obligations on the Provinces. 

Secondly, in his evidence, the Secretary of State for India stated that 
the administration of Federal [Legislation on concurrent subjects will be 
provincial, and, thirdly, the Federal Government even in the matter of the 
legislation passed by it in the concurrent field will not be endow-ed with 
power to give directions to the Provincial Governments, 

The practical effect of these three restrictions com-bined is sure to make 
legislation by the Federal Legislature extremely difficult. This effect will be 
more felt in the matter of Labour Legislation. In the first place almost 
every piece of legislation regarding labour will require some expenditure 
either by way of cash grants or by 'way of' providing inspectorate or other 
officers like the Conciliation Officers or . Chairmen of Industrial Courts. If 
the Federal Legislature cannot impose financial obligations upon the Pro- 
vinces and if the Federal Government cannot administer the legislation itself, 

' L 4 ' 
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so fjimnot even spend its own money for it and cannot also gire directions 
to tlie Provinces to see tliat its legislation is carried out, it is difficult for 
' tlie Federal Legislature to use its power of legislation effectiv'ely. As a 
matter of fact, its power of legislation is useful in bringing about 
siinnltaiieous uniformity in those cases when there is appreciable financial 
burden upon industry such ns the schemes for social insurance or the 
regulation of hours of work for either of which Government will have to 
spend some money eitlier for administrative staff or for inspectorate or as 
loans or cash grants, or where a minority of Provincial Governments refuse 
to fall in line with the r^iews of the majority. The difficulty of Federal 
Government imposing financial obligations upon autonomous Provinces is 
easily recognised, and so it must be enabled to administer its legislation 
in case the legislation involves serious financial obligation, and also to give 
directions to the Provincial Governments where there is no serious financial 
obligation imposed upon them. The Secretary of State for India in his 
evidence has admitted the necessity of modifying the rigour of the restriction 
of x^aragrapli 114 in respect of financial obligations being imposed upon the 
Provinces. There is really no danger in giving power to Federal Legislature 
to pass legislation imposing financial obligations upon the Provinces as the 
bulk of the Federal Legislature will be elected on tbe basis of territorial 
constituencies and so the provincial feeling will influence these members 
more than even the national feeling. This is clearly proved by the attitude 
of the present members of the Central Legislature on questions like the 
contributions from the Provincial Governments to the Central Government. 
Similarly there is no danger in empowering the Federal Legislatiii^e to 
administer and spend money on Labour Legislation passed by itself as the 
representatives of the Princes whose territories will not derive any benefit 
from such iegislatiou will not easily consent to proposals on which the 
Federal Treasury will have to spend money to raise which the States may 
have to contribute. It is therefore clear that there is no risk in the 
Federal Legislature being empowered to pass legislation involving financial 
obligations upon itself or upon the Provinces, but if the latter power is to be 
limited, the power to adopt the former course cannot be denied if the passing 
of Labour Legislation by tlie Federal Legislature is not to be made very 
difficult. 

, The reason given by the Secretary of State for India for leaving the 
administration of the Labour Legislation passed by the Federal Legislature, 
to the Provincial Governments is that most of these subjects were for the 
purposes of administration provincial even under the present Constitution. 
In the first place this statement is not quite accurate. Both Legislation as 
well as its administration on the subject of the regulation of work in 
Mines, on Railways, and on Sea-going Ships is central. Secondly under 
the present Constitution no inconvenience is caused by the administration 
of certain Labour Legislation passed by the Central Legislature being left 
to the Provincial Governments as the present Central Government has 
powers of Supervision and Control over the Provincial Governments in 
the matter of Reserved ■Subjects , which all these subjects are under the 
present Constitution, If the'' administration of Legislation regarding’ tho 
, Regulation of Work in MineS'^ 'is '"l^ft- entirely to Provincial fever aments 
it 'will throw an unnecessary burdtoMpon each province to provide separate 
; Inspectorate which at present '’'id cehttal." 'In the case 0 'f...the regulation of 
' work on I^ailways and Inland, administration .of Legislation by 

r' ,the Provincial' Governments ; Is '-hound''' topbe; difficult and complicated. It 
A- is ^theref ore "necessary : that’" ^d';''J’ed^eldi'fgislature must be empowered 
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to pass Legislation and also to empower the Federal Government to ad- 
minister its Legislation where the administration by Provincial Governments 
is on financial or other grounds difiicult. 

‘The difficiiltj^ or Federal Legislation imposing serious financial obligations 
upon the autonomous Provincial Governments is frankly admitted although 
such an arrangement in a Federal Constitution, is not unknown. In order 
to obviate this diificulty some machinery for previous consultation with the 
Provincial Governments and other organisations and for proper assessment 
of the Provincial feeling could be devised and for that purpose the model 
of the Industrial Council which has been recommended by the Royal Com- 
mission on Indian Labour on page 467 of its Report is useful as a well 
thought-out and balanced scheme. When Federal legislature has to pass 
Legislation imposing serious Financial obligations upon the Provinces the 
passing of such .proposals be made conditional upon such proposals 

receiving in their favour the majority of votes of Provincial Governments 
on the Industrial Councils. This device ‘will remove all the risk of Federal 
Legislature passing Legislation imposing serious financial obligations upon 
the Provincial Governments when the majority of Provincial Governments 
are unwilling to undertake these obligations and at the same time ‘will 
remove the difficulty of the minority of Provincial Governments standing 
in the way of progressive legislation which requires simultaneous uniformity 
of legislation. The interposition of this machinery should not be required 
where there is no “ serious financial burden, upon the provinces and the 
decision whether the burden is ‘‘ serious or not should be left to the 
Governor General at his discretion. 

The Ratification of the Conventions of the International Labour Organisa- 
tion is another subject of importance dealt with in the Lists of Subjects. 
The vSecretary of State for India in giving his evidence stated that so far 
as British India is concerned he did not intend to make any change in the 
present position. At present the Government of India can ratify these 
conventions without the previous consent of the Provincial Governments 
though as a matter of practice it consults them at some stage. The w^ord- 
ing of the White Paper on Subject 8 in List I (Federal Subjects) is un- 
fortunate and requires modification. External affairs, including Inter- 
national obligations subject to previous concurrence of the Units as regards 
non-Federai Subjects ” are made Federal. This is satisfactory so far as 
it affects the whole Federation including Indian States. But if the position 
so far as British India is concerned, is to be different the phrase 
“ Provincial* Subjects ’’ must be substituted for ‘‘ Non-Federal Subjects’'. 

There is also a change necessary in item No. 9 of List I (Federal Subjects). 

Emigration from and immigration into India and Intei'-Provincial 
migration, including regulation of Foreigners in India ” is made Federal. 
But emigration from Indian States into British India and from British 
India into Indian States are not included in the Federal List which ought 
to be done. Otherwise the Indian States which are strongly represented 
in the Federal Legislature are placed in an advantageous position inasmuch 
as they will have the power to prevent the emigration of Indian ‘ivorkers 
into their territories while they will secure free access into British India 
for their subjects. 

^ SUMMARY OF .CONOLUBIONB. , 

' 'll' Item No. 69 of List of Subjects 11,/*' Health Insurance and invalid and 
old' age pensions/’ should be transferred to' List III, which consists of 
subjects of concurrent jurisdiction. , L 
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2. A separate, subject called ‘'■■Social Iimirauce slioiild be included in 
List III or proTision should be made for tbe inclusion of unemploymePxt 
insurance and scbemes for the support of mothers, widows and orphans in 
that List. 

^ 3. The restriction eontamed in para. 114 disabling the Federal Legislature 

to pass Legislation imposing financial obligations upon the Provinces should 
be removed, and if necessary the machinery of an Industrial Council consti- 
tuted as recommended by the Royal Commission on Indian Labour on 
page 467 of its Report should be interposed between the Federal Legislature 
and Provincial Governments and the majority of Government %mtes on the 
[ndustrial Council should be required to be in favour in order that the 
Legislation introduced in the Federal Legislature be permitted to pass or. in 
the alternative, be permitted to be operative if passed without such majority 
previously obtained. 

4. The interposition of the machinery proposed above need not be required 
where the financial obligation is not serious or heavy. The decision -whether 
the obligation is “ serious or not should be left to the Governor-General at 
his discretion. 

5. The administration of Labour Legislation passed by the Federal Legis- 
lature may be left either to the Provincial Goveimments or to the Federal 
Government according to what may he laid down in each piece of 
Legisla-bion. 

6. The Federal Gox^ernment should possess the power of giving directions 
to Provincial Governments as regards the carr^dng out of the Legislation 
passed by the Federal Legislature in the concurrent sphere. 

7. The language of Item No. 8 in List 1 should be changed so as to make 
it clear that the previous concurrence of the British Indian Provinces is 
not necessary to enable the Federal Government to undertake international 
obligations in the sphere in which it has power to Legislate. 

8. The language of Item No. 9 in List I should be changed so as to make 
emigration from British India into Indian States and vice versa, a Federal 
Subject. 

Constitution of the Industrial Council as recomaiendeb by the Royal 
C oMAiissJON ON Indian Labour on page 467 of its Report. 

Government Members. 

Three representatives from the Central Government, two each from 
Bengal and Bombay, one from each of the other Major Pro- 
vinces, making ^ 

Bmployers^ Eepresentatives. 

Four from Bengal, three from Bombay, two each from Madras, 

United Provinces and Bihar and Orissa, one each from other 
major Provinces and one from minor Provinces, collectively, 
making 

Labour Eepresentatives. 

Distributed similarly to the Employers’ representatives, making ... 

Eailway Eepresentatives. 

Two representatives of State RailwaySj one of Company-managed 
Railways and three of ^Bailway 'Labour^ making 
' Nominated noii-official members ... - ' -.../A ■ 
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I have had the privilege of seeing the memarandinn which my feliow- 
. delegates froiii ' India have submitted. I sympathise frequently with -their 
a.]iglo of vision, 1 agree with much of their representations., and in 
particular 1 join with them in viewdng the proi^osals of the White Paper 
in the light of the declarations of policy of the present National Government. 

In the conviction that it is essential in the interests of orderly government 
in India, to secure the co-operation of politically minded Indians, and with 
confidence that responsibility wall beget responsibility in the Government 
and Legislatures of the Provinces and Federation, I am at one 'with the 
Indian Delegation in iwelcomiiig the general scheme of the White Paper. 

I recognise the natural difficulties attending the constitutional advance 
therein envisaged; further the special risks arising from the peculiar con- 
ditions in India; but also that the 'White Paper contains safeguards in 
most cases. 

There are, however, certain matters for wdiich I beg the special con- 
sideration of the Joint Select Committee in their final deliberations, and to 
these, in common wdth the great majority of European British subjects 
residing in India, I attach particular importance as being designated to 
establish standards of security for the future administration of the country, 
and for the British Community. 

In inviting the attention of the Committee to a few of the matters 
interesting to British Community in India, I have made my remarks as 
brief as possible. They are without prejudice to the detailed evidence, both 
written and oral, of the European Association, and the Associated Chambers 
of Commerce, and only deal with certain aspects of the Constitutional 
question which are set forth fully in the published Evidence. 

Provincial Autonomy cannot prove successful without satisfactory re- 
sources, and it "will therefore be necessary to keep ex:peiiditure down in the 
early years by: — 

(1) Not too rapid extension of the franchise. 

(2) Keeping Legislatures within modest proportions; and 

(3) The prevention of wasteful expenditure. 

As regards (1) and (2) comparatively large constituencies do not prevent 
fair representation, while as a safeguard against (3) the need for Second 
Chambers in almost every Province is inherent in the local conditions. 

A Second Chamber is likely to be a profitable investment rather than an 
additional exiiense, and is viewed by the British Community as essential »92, 
to Provincial Autonomy, as Federation is to Central responsibility. ^7*35-86^^^’ 

In fact without Second Chambers, the British attitude to provincial 8247-48,8790, 
responsibility would require revision. 

Bepresetitation. — ^With the disappearance of the official bloc, legislatures 
will be almost entirely dependent on non-official representation for the con- 
tribution of British tradition; consequently, no Upper Chamber should 
contain fewer than three European members, while representation in Lower 
Chambers should not be less than set forth in the Evidence. As at present 450-454 
px'oposed, representation in several cases is shown to be inadequate. 695-598. ’ 

Law and Order.™ Although agreeing to the general transfer of Police to 
the control of a Minister responsible to the Legislature, reservation of that v , , 

section which deals with subversive crime, is a vital necessity. The Terrorist / ’ . 

Movement in Bengal with its tendency ’ to , spread, is directed against the , , * , . ' 0 
British in India. A breakdown of the devoted and courageous section of ’ ; : I L 


Pages 441-504, 
591-853. 


■RECORDS'. OF.'THB '.JOINT' COMMITTEE 


16® Novemhris, 1933.] MEMORAXBrM by Sir Hubert Carr, ICoiiihiued. 


police wliicli h figlitmg tKe Biovementj.- would place tlie lives of all our 
coRiitrynieiij official and non-official, in deadly danger. Ko arrangements 
would satisfy the British Cominiinity 'Which would involve any weakening 
of the present control of this ' Intelligence 'Branch of the Police the future 
administration of .which must he'"iinder the Glovernor-General, in order to 
give that security the British Community has a right to demand. How it- is 
to be achieved is a matter for expert advice, but suggestions formulated 
• by the European Association after the closest consultation and enquirj’’, are 
See Aiine 2 oire. set forth in a letter dated 28th August; 1933, already circulated to the 
Conunittee. 

Insulation of the general Police Force from influence, close 

collaboration between the Inspector General of Police and the Governor as 
well as the Minister, and safeguarding of the internal administration of 
the Police, are essential to the transfer, if the morale of that splendid 
force is to be preserved. 

The FederatiO’yi. — Since conditional agreement w’as given to .partial transfer 
of responsibility at the centre at the First Bound Table Conference, nothing 
has transpired to render less imperative the following pre-requisites to 
Federation : — 

(1) the accession of a substantial majority of States; 

(2) effective establishment of the Eeserve Bank; 

(3) establishment of a Statutory Bailway Board; and 

(4) adequate financial resources for the Centre. 

In the interests of strong Government and economy, as well as in satis- 
faction of the very definite wishes of the larger States which refuse to 
contemplate large and unwieldy bodies, I urge smaller houses at the Centre, 
with the Upper Oh amber comprising 60 to 100 members, representing the 
Governments of the units, and the Lower Chamber not exceeding 1-50 
members. In recognition of British Indian political opinion the members 
of the Lower House might be directly elected but with high qualifications. 
A Central Government of this size should xirove effective for all .x)urposes. 


I.S.O. Rept, 


The Services . — Continuation of the Eurox)eaii elements in the All-India 
Services on the minimum basis of Lee Commission percentages is essential 
to the .success of the new Constitution, to the preservation of high standards, 


Yol. n, para,, and to ensure effectiveness of safeguards in the hands of the Governor- 
General and, Governors in cases of breakdown. 

I.S.O, Eepii. High Courts^ in order to be protected from Political inffuence, should be 
YoL il, para, under the administrative control of tlie Federal Government and a charge 
345-349. the Federal Bevenues. 

High Courts Federal Court . — The proposal to incorporate a Supreme Court in addition 
in India N.N. to, or as a branch of the Federal Court fails to commend itself either on 
Sircar. the score of necessity, or of economy. 


Fage 444, 


Official Languages , — Although highly, probable that English .will prove to 
be the official language of the Federation, it is yotj desirable that it should 
, have Statutory authority as the, official language of India, and one of the 
, official languages of each Province. 

• . , Appeatyto ’ to which Europeans ^ in India attach 
.'the ^>^teft,;italue/'and which they would not consent to give up. 
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Trial of Europeans. — ^ Among the limitations . of Legislatures appearing in 
the White Paper, special importance attaches to maintenance of the present 
position with regard to criminal proceedings against Europeans. 

Convniercial 'I)is crimination. — While realising that no statutory protection 
can be absolute, protection on the lines indicated in the Secretary of 
State's memorandum A, 68 of 3rd November is essential to the preservation 
of confidence in Commercial and Industrial circles, both at home and m 
India, and also to enable British Merchants to secure their fair share in 
the future industrial development of India which is their due in view of 
the past achievement and future responsibilities of Britain. 

Protection is also required that Professional men, who are qiialifiecl in 
the United Kingdom, shall not have to acquire identical qualifications in 
India or other than are justified by the necessities of local conditions. Q. 15773. 

So far no provision appears in the White Paper to this effect. 

Local Taxation. — It is very necessary that protection should be given 
from any discrimination in the shape of diferentiai rates on certain areas, 

Municipal taxes on certain callings, and other methods of discrimination Page 456. 
against certain classes by Municipalities or local bodies. 

Federal Finance. — The general principle of allocation meets the approval 
of the xlssociated Chambers of Commerce of India (British). Exception 
is taken to the suggested Provincial surcharge on Income Tax, and it is q, 5568 -. 70 . 

considered that income should be prohibited as a basis for local taxation. Q. 5278-80. 

The method of dividing Income Tax between the Federation and Pro- 
vinces proposed in the Federal Finance Conomittee’s Report (Cmd. 4069) 3rd R.T.O. 
appears inequitable and demands further consideration. page 50. 

The sums retained from Income Tax for the Federal Revenues should be 
fixed on the same percentage for all Provinces, and should be based on 
their taxable capacity, not on their Income Tax collections. The inequity 
of the suggestion is emphasised at the present time, when probably the 
whole Income Tax collection would be required for Federal purposes, thus 
meaning that Industrial Provinces would contribute far more than. 
Agriciiitiiral Provinces for Federal expenditure, 

With regard to the division of the Income Tax between Provinces, this 
should be based on the place of origin of the Income, and if subventions 
are required for certain Provinces, they should not be found by Provinces, 
but) by Federal- Revenues. 

As regards the Jute Export Tax, the White Paper proposes to transfer 
60 per cent, to Bengal. This tax being raised on the chief agricultui'al 
crop of Bengal affects very severely the taxable resources of the Province, 
and the proceeds of the tax should therefore be recognised as Provincial 
Revenue, and hot Federal. 

In the early years of the Federation, Bengal would not be unprepared 
to surrender half the proceeds, but presses for statutory allocation of this 
tax to the Province as it is wholly improbable that the Federal Legislature 
would ever allot more to Bengal than it is required to do by Statute. I 
do not forget that Export Taxes as a class are properly Federal, but they 
are fundamentally unsound and in the peculiar circumstances of Jute, the , 

Tax amounts to a discriminatory tax oh Bengal agricultural produce for 
the benefit of the Federation. 
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Anglo Indian Ckmimunity. — In . justice to this Coinnmnitjj and for 
additional security in communications -and transportj the. retention . of a 
proportion of the Anglo-Indian and Domiciled European Comniuiiity in all 
Services of this nature is very neces-sary, ' 

The White Paper proposals .as expiamed in. the Introduction, and bj’" the 
evidence of the Secretary of State.' ' appear to provide for niiicii of the 
l^oteetion and to include some of the safeguards referred to above. 

As '-regards the' form in .iwhich Instructions to Governors should, he -given 
I realise the advantage in elasticity if the powers are left implicit rather 
than made explicit. But there is the danger that in the absence or a 
direct mandate there may be in the case of some Governors with lack of 
experience, or after a long period of disuse a hesitancy in usings or even 
•a failure to recognise the existence of powers which are meant to be used. 


ANNEXURE. 

Letter from the Central Administration of the European Association. 

17, Stephen Court, 

Park Street, 
Calcutta. 

98th August, 1933. 

Sir Hubert Carr, 

16, South Street, 

Thurloe Square, 

London, S.W.7. 

Dear Sir, 

The following is a summary of the position taken up by the Association 
in connection with the transfer of the police portfolios to responsible 
Ministers in the Provinces. An examination of the Alemorandum of the 
Eurox^ean Association and of the Evidence of the witnesses before the Joint 
Select Committee, together with a knowledge of the background to this 
question, reveals a x)icture of the conditions which are laid down by the 
Association as being essential to their support to the transfer of this port- 
folio to popular Ministers; and it may be convenient to summarise these 
conditions precisely. 

(a) There must be no general amnesty of prisoners convicted of terrorist 
crime or of complicity in terrorist crime, prior to or at the inauguration 
of Provincial Autonomy. Previous experiences of such general releases 
have been unfortunate, and have led to a recrudescence of outrages and 
murders. 

(t) The Special Bureau which is at present attached to the Home Depart- 
ment of the Government of India, and which deals with the co-ordination 
of information in regal'd to all-India subversive and terrorist movements, 
should be retained and placed under , the Governor-General in his discretion. 
It should be further strengthened and authorised, if the occasion should 
\ arise, ;to enforce its ' will, upon ;the Provincial' police, through the correspond- 
ing , Special Brjapdbes 1vh^e tiey exists, -In the ;eaae/pf^ Provinces where 
A|)eb|al Branches; do ^ not' -BUte of , the' will of the Special 
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Bureau will be effected tbroiigli the despatch of its officers to the Provinces 
to see that conditions are satisfactory and, if necessary, to inaugurate 
Special Branches. In this way the Governor-General will have efficient 
means to carry out and operate his control. 

(c) The Departments of the referred to in paragrat3h (b), which 

are known as the Special Branches, and which deal with terrorist and sub- 
versive movements in those Provinces, where they now or may hereaftej 
exist as separate departments, should be reserved to the supervision, 
direction and control of the Governor-General in his discretion, and not 
transferred to Ministers. In such Provinces, the Governor would act as 
the agent of the Governor-General in this matter, and would be responsible 
to the latter for this department. At the present time, this reservation ’’ 
would only operate with regard to Bengal, the Punjab and Bihar and Orissa, 
where separate Special Branches of the C.I.D. exist. 

In all other Provinces, where conditions are normal, and where such 
separate Special Branches do not exist, the whole or the C.I.D. would 
be transferred to Ministers, and there wonld be no reservation in the 
sense referred to above. If, however, terrorist and subversive movements 
became dangerous and active in any such Province, then the C4overnor- 
Gneral might require the organisation of a Special Branch for the purpose 
of dealing with them, and such Special Branch would, as in the case of the 
existing organisations in Bengal, Bihar and Orissa and the Punjab, come 
automatically under ibis direction, supervision and control, and would not. 
be subject to the authority of the Minister. Conversely, if conditions, 
in any of the three Provinces mentioned above improve to such an extent; 
that the Special Branches are no longer found to be necessary, then they 
would disappear as separate organisations, and the Minister would be left 
in charge of the C.I.D. without any reservation. 

The eSect of these proposals is to reserve to the Governor-General acting 
in his discretion, all Special Branches of the Police which are organised 
to deal with terrorist and subversive crime. That is the reason for the 
Association’s insistence on the retention and strengthening of the Central 
Bureau which deals with such movements, so as to place it under the 
Governor-General direct, and to enable it to carry out his wishes through 
the Provinces. 

id) The Association does not consider that the obligation laid upon the 
Governor-General and Governors in para. 47 of the Introduction and 
proposal 70 of the White Paper is sufficiently explicit upon this and Other 
points. It considers that the Governor-General and the Governors should 
be specifically directed to pay constant and particular attention to: — 

(i) The organisation of measures to prevent the spread of terrorist 
and subversive movements, 

(ii) The discipline and efficiency of the police forces, 

(iii) Rules relating to the |)owers and discipline of the police forces 
made under the Indian Police Act and Provincial Police Acts, and 

(iv) the necessity of keeping in close and constant touch with In- 
spectors General of Police. 

(e) No amendment to the Indian Police Act of 1861 and to the Provincial 
Police Acts should be tabled in the Legislature without the prior assent 
of the Governor-General, or of the Governor in their discretion; and even 
then, such legislation, if passed, should he reserved for the signification of 
His ' 'Majesty, ^^.iplBasure* ^ A - 
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'■ (/)' The ' poiie.e' forces sl1011M.be. absolutely- i'nsulated tToiii,-,poi,it.ieal inter- 
ference. The aiitliorit.y possessed at present by the Inspector-General and 
other senior of&eers of the police in., .connection with appointments, pro- 
motions, x^^stings and transfers . should he continued unimpaired. This 
means that in these matters the Minister would be expected to a.ecept the 
recommendations of his Insxiector-General, but, in the event of a division 
of oxiini-oii between the Minister and the Insiiector -Genera], the final 
decision should rest with the -Governor. ' 

With regard to the internal discipline of the Police Force, 'the }iresent 
Xiowers of the Inspector-General and his officers should be maintained, and 
there should be no appeal from them to a Public Service Commission. 

Yours faithfully. 

■ .. .. G. . H. WITHIEINGTON, 

General Secretary. 



RECORD X — (contd.) 

8. Memorandum by Begum Shah Nawaz 

The Meiiioranda submitted by' the. Women’s Organisations, Indian ' as . well " 
•as British, and the evidence, of. the women' witnesses, have clearly shown',.' 
how strongly the w'omen of India feel that the proposals in the White 
Palmer regarding women’s franchise are inadequate, and fail to give them 
an effective voice in the political life of their country. The members of the 
Simon Commission realised the imx3ortant part that the Indian women wer^ 
going to play in the future progress of their Motherland, and their reconi- 
mendations contained a ratio of 1 woman voter to 2 men voters. As no 
qualifications based on property and education could effect a substantial 
reduction in the great disparity between men and women voters, they pro- 
posed a diiferential qualification to enable women to become voters in large 
numbers. This principle of an added qualification for women was accepted 
by the Franchise Sub-Committee of the First Bound Table Conference, the 
Indian Franchise Committee, the Third Bound Table Conference, and 
ultimately by His Majesty’s Government in the White Paper. The Indian 
Franchise Committee, instead of giving the .women a ratio of 1 to 2, re- 
duced their proportion to 1 woman to 4*1 men, and the White Paper further 
reduces the proportion to that of 1 to 7, and, as the Secretary of State in 
his evidence said, ** it’s very difficult to say how many will apply at the 
first election,” therefore it is not possible to estimate the actual number 
of women who will be registered as voters under the proposed qualifications. 

Franchise Qualieioations. 

Property. 

The Indian women are prepared to accept the property qualification as 
proposed in the White Paper on the same basis as men. 

Education. 

They unanimously demand an educational qualification of bare literacy 
only for eligibility to vote in elections to the Provincial Legislatures and 
also for the first election to the Federal Assembly as recommended by the 
Indian Franchise Committee. 

Special Qualificatio n . 

The majority of the Indian women disapprove of the proposed differential 
qualification that the wife of a voter possessing the property qualification 
at present entitling him to a vote for the Provincial Legislature, should 
have the vote. It is quit-e natural for women to feel that their civic rights 
should be given to them as individual members of the State and should not 
depend on factors like marriage. The women’s organisations proposed that 
instead of the wife’s vote, women above a certain age in urban areas should 
be enfranchised. The adults in these areas being approximately 14 million, 
the number of women voters would be just a little more than that recom- 
mended by the Indian Franchise Committee for the Provincial Legislatures. 
The women’s organisations feel that it is in these areas that an intelligent 
and independent electorate is to be found and one that would be easy to 
organise and canvass. This would also lessen the Government’s administra- 
tive difficulties, that of having three lists under different qualifications and 
others. As the merits of this qualification have been fully discussed in the 
evidence given by the women witnesses on. behalf of the women’s organisa- 
tions, I need not go into the details of it. This is , a qualification submitted 
'• to the Joint Select Committee by the three AH-India Women’s organisations, 

, with, the lull support of their constitueheies, therefore I would request the 
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meiiiBers/.to' give, .it' tEeir .special eonsideration.' There are some. /womeiiy' 
m'Ostlj’ in. Bengal and Madras, .wlia are '. prepax'ed. to . accept the wife’s vet© . 
as.', a temporary , measure. ''The O-overnment has succeeded in ■finding the- 
'ineaiis of safeguarcli.ng' the interests of the' minorities and different sections , 
in the coimtr 5 % why _sho.uld. it' he 'difficult, for -them , to .iinine -.a, 'fimsihie,^ 
qualification which would satisfy the women of India? Whatever rae tlie^ 
qualifications uitiniately decided upon by the British Parliament, the 
ig^iinimum number of women voters acceptable to the iwomeii of India is 
that recoramended by the Indian Franchise Ooniniittee for the Provincial 
Legislatures as well as for the Federal Assembly ; a ratio of 1 .'woman to 
4| men, 

Resebvation of Seats, 

Electorates, 

Many of us who have served on the Round Table Conference for the last 
few years realise what a great obstacle has been removed from the path of 
constitutional advance the Communal Award. I am one of those, who 
believe that persons desiring a change in the system of electorates would 
be well advised to %vork for a settlement between the different communities, 
in India, and that door lies open before them. 

Frovincial Legislatures. 

, The principle of reservation of seats for women having been accepted by 
His Majesty’s Government under the Communal Award, it is essential that 
seats should be provided for them in all the Provincial as well as in both 
the Central Legislatures. Two seats should be reserved for the women of 
the Fz'ontier Province in their own Provincial Legislature. Their back- 
ward condition demands that their own representatives should safeguard 
their interests in the Province. Provision should be mads for women to 
become members of the upper chambers of the provinces, wherever such 
chambers are constituted. 


Federal Assembly. 

The women of Assam, Sind, Frontier Province and Orissa should have 
their representation in the Federal Assembly. If it is not possible to give 
one seat to women in each of these small provinces, a scheme should be 
devised whereby the women of these provinces could be represented at 
alternative elections. 

The Indian women are very anxious that, they should have a voice in 
the election of their own representatives to the h'ederal Assembly and that 
this should not be left in the hands of the members of the Provincial 
Legislatures, where there will be very feiv women. The result of an in- 
direct election for women to the Federal Assembly will be that only women 
belonging to the majority parties in the Provincial Itegisiatures will have 
the dhance of being elec-ted to the Central Legislature and if the parties 
in power in the provinces are either extremist or orthodox then the women 
elected by -them in many cases may , noi be the real representatives of their 
o-wn sex. If out of a multhmember . tjonstit^^ either' in the capital city 
:'or' -In any other .important/ town. dnhfihe 'province, one seat were to be 
reserved; for a to be return^, men 'and women, of all communities 

voting- for the .c^dldate> this would give the women a chance of electing 
0;Wh r€^e^intive^ to, the. 'Federal Assembly. ; - 
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Vinrndl of State, 

No mention is made in tlie White Paper about the representation ot 
women in tlie Upper Chamber at the Centre. When both the Central 
Legislatures are to have almost equal powers, it is essential that some seats 
slicnid be reserved for women in the Upper Chamber. If one seat in each 
prorinee is not possible, let one seat be reserved for one woman out of the 
quota of' . seats . allotted to the niajor ■provinces, i.e.-, Madras, 

Bengal, Punjab and the United Provinces, or representation in the Upper 
Chamber could be accorded to the women of ail provinces in rotation by 
reserving at least live seats for them on the Council of State. The high 
property qualification for membeTship of the Council of State should be 
supplemented by an educational qualification, either for both men and 
women, or, if it is not feasible for men, then for women only, in order to 
make more women eligible for membership of the Upper Chamber. 

Bpeciah Responsibility Powebs. 

(Sections 18 (a) & 70 (a) ). 

The powers given to the Governor-General and the Governors in Sections 
IS (a) and 70 (a) are capable of very wide interpretation. Many women 
who have had to face tremendous obstacles in working for social reform 
know w^hat a powerful weapon these clauses would place in the hands of 
those who are against any progressive legislation. ‘‘ The prevention of any 
grave menace to the peace and tranquillity -of India, or any part thereof 
covers a large field, and might be taken to mean anything. Any section in 
the country objecting to a proposed legislation affecting social disabilities, 
could easily succeed in arresting its progress by creating disturbances here 
and there. Ity. is essential that specific words should be used and that this 
po.wer should be confined to crimes of violence only. As some of the 
members pointed out during the preliminary discussions, it is to the next 
fifteen or twenty years that we are looking for the removal of many of the 
social evils at present existing in India, and a wide power of this kind 
might be a great hindrance to the achievement of success in that sphere. 

Funbamentai. Rights . 

The women of India are very anxious that equality between the sexes in 
their rights of citizenship should be recognised under the new Constitution. 
It should be made clear, either in the Constitution itself or in the Instru- 
ment of Instructions to the Governor-General, that in future sox shall be 
no bar to any individual, man or woman, in holding office under the Crown 
or serving their country in any capacity. The words and sex ’’ should be 
added to page 37, line 12, of the White Paper, after the words caste, 
religion.*’ 

Administrative Difficulties. 

The proposals of the Indian Franchise Committee for an electorate of 
6,600,000 for the Provincial Legislatures and 1,500,000 for the Central 
Assembly, failed to satisfy the women of India, After the publication of the 
Franchise Committee’s Report, cables of protest were sent to the Premier 
and the Secretary of State by the women’s organisations. The moderate 
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section of women wTtliiii, these, organisatioxis, realising how difiictilt it wa>s 
going to he to have even- this figure.' ultimately accepted by Farliamentj 
tried to persuade the women to agree to the numbers reconiineiided by the 
Lothian Committee. The publication of the White Paper further reducing 
these numbers to a ratio of 1 to 7, or even to a nmcii lower figure, came 
as a very great surprise. Women of ail sections fail to understand why. 
when the recommendations of an expert Committee sent out to investigate 
«ind report about the matter, should be accepted in all its essentials, some 
of their proposals regarding women-’s franchise should be turned down 
because of the so-called administrative difueulties.’^ The w'oinen of India 
are convinced that unless thej^ become a part and parcel of the administra- 
tion of their country through the exercise of their full voting strength, it 
will not be possible for them to work on a large scale for educational,, 
medical, social and economic reforms, and make the men take more interest 
in matters concerning the welfare of women and children. Thanks to the 
priesthood, the social cnstoms and old traditions having become almost a 
part of religion, the Government of the country would not, and perhaps 
could not, help them to unlock the door of their emancipation. The women 
of India know that many of these administrative difficulties are over- 
estimated by the Local Governments just because it is to the interest of 
certain sections in the country that women should not succeed in securing 
the power to work for (progressive legislation by becoming voters in large 
numbers. The evidence submitted to the Joint Select Committee by some 
organisations has proved beyond doubt that there are strong sections in the 
country who would not like to see women getting any power into their 
hands. The time has come when His Majesty's Government should realise 
its duty towards half the population of the country, and if it is not 
possible for the Government to give the women direct help, it should do so 
through this indirect method. 

By not accepting literacy as an educational qualification, ^an intelligent 
and most useful electorate of women has been left out. Most of the 
prominent women w’-orkers of to-day do not possess educational certificates 
of any kind, whether primary or matriculation, as, until very recently, 
women were educated in their own homes and parents would not allow their 
daughters to attend any schools. No one can deny that a literate person 
would be preferable to an illiterate one as a voter, and the proportion 
of literate women being very small, it is important that means should be 
found to register sudi women as voters. A test for literacy would not be 
very difficult ; any w^oman who could :^ad and write should be placed on the 
voting register. The method followed in Madras could easily be introduced 
into every province, 

Eepeated assurances have been given to us that His Majesty's Govern- 
ment attach special importance to the question of securing a more adequate 
enfranchisement of women than the existing system," and the principle 
of a special qualification for women having been accepted by the Government 
in order to make them voters in large numbers, one cannot see why the 
condition of registration by application under this qualification has been 
considered necessary. This only means giving with one .hand and taking 
away with the other. The conditions in India are such that in many 
remote villages it is difficult for women to have even an every-day letter 
' written, and taking into consideration the obstacles that are usually put 
in the way of , their enjoying any such privilege as the right to vote, it is 
Cfleai* tb^t one in, four w>even in three will not be able to apply for 

m a yotet'i "V; \ -’v 1 ' . ' 
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Purdtili, personatioiij polygamy and numbers are the obstacles that we 
are told stand in the of our obtaining the ratio recommended by one 
of the Government’s own expert committees. Out of the ten per cent, adult 
wcniien who are to have the vote according to their recommendations, barely 
one per cent, would be in purdah. Dhose who know India well are aware 
that purdah is coniined chiefly to the upper classes amongst the Muslim 
community, and except in certain families in the Punjab and the Frontier 
Pro%dnce, Muslim w-omen inherit property. The names of many of thege 
women are already on the revenue register as property holders and the 
names of some of the others could be taken from the marriage registers 
and the registered deeds of dower. Women could he employed to collect 
the names of those wives whose husbands object to giving them to men. If, 
even then, there should be some objection, women could be registered as 
the wife of So-and-so.” I am sure that if it is explained to the husband 
properl^^ that this really means another vote for the family, he would give 
his consent to his wife’s name being placed on the electoral roll. I have 
no hesitation in saying that if the Government were to ask the women’s 
ox'ganisations to assist them, a great deal of voluntary help would be forth- 
coming. There are many teachers who have finished their training and are 
without hope of immediate employment, they could be employed in tbe 
preparation of the first rolls. 

There are nearly ten million more men than women in India, and in 
certain districts in many provinces it is very difficult for a poor man to get 
even one wife. Polygamy has been mostly confined to the rich, and is now 
fast diminishing in India. 

I see no reason why the danger of personation should be considered 
greater in tlie case of women voters than in that of men. It all depends 
upon the kind of officials the Government will employ as polling officers, and 
the efficiency of the machinery. A woman should be asked to bring one 
relation with her, to identify her as the registered voter, or else the 
husband should be made responsible for the identification of his own wife. 
If, in spite of all this, the application is still insisted upon, then the 
number of women voters should be increased to such an extent that the 
figure of those who are likely to vote should not be less than 6,600,000, 

We are told that there is a great danger of the administrative machinery 
being severely strained at the first elections if the full number suggested 
by the Lothian Committee is accepted by Parliament. If there is any such 
danger, why should the poor W'Omen be the sufferers? If the number of 
those, who are to be enfranchised under the new Constitution, is to be 
curtailed, the ratio of women voters of at least 1 to 4| men should not be 
disturbed 

Parliament and Indian Women. 

There is a tendency in certain quarters to leave the question of the 
women’s franchise qualifications to the future legislatures of the country. 
This would only mean that the Government would be shirking its 
responsibility towards nearly 165 million of His Majesty’s subjects, and 
would throw the Indian women into despair. How can it be possible to 
give the power into the hands of one half of the country without taking 
into account the other half? The women's questions should be settled by 
Parliament itself, and after giving full consideration to the claims put for- 
ward by their own representatives at the Bound Table Conference, an 
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.aclet|'iia.,te siiare in . the franchise 'and ■ representa:t:i<)n ,,. iii the '.fiitnrcU .iegisla-'. 
tiires of India stioiiicl he ''secured te'tlie.ni under .the , mew. .Coiistftiitiom,. ' . .The 
■,,-daiims .of., the In,diari womiem liare mow 'heem .reduced to a.miinim.uin.'; and if, 
.they ' are . not ' recognised .by,-, Farliamentj disappointiiierit ,.wil'i,:,,.lead, 

•.coiit'eixt j . ' ami ■ clisconteiit' to ; ... agitation. . 'The . ■ granti.ng „ oti ' their . ,' reasonaMe 
-demands,' ,wili,. .'make' .the' 'w^omen' .'.happy- and contented, .' and. the,, sons .of- siieh 
nfothers will surely be a great stabilising force for the new Constitution. 
In; the ' words of 'the Lord Chairman: ‘f There, 'plain, fo'r, all to,, .see, „ but 
;Mtherto s.o little'' apprehended,: .lies; the -key, 'as 'I .ver'.ily , believe,.'.; to '.Iiid.ia'’s 
future. Privileged indeed will be he who will seize it with a firm and 
purposeful hand and, hrushing aside the doubters cmd the difficulties ^ un- 
lock and open wide the door that stands bolted and barred by the rusty 
prejudices of the centuries between the -women of India and the high 
destiny that aw’aits them.”^ Who could be more privileged to unlock that 
door than the members of the Joint -Select Committee, and w^hose hand more 
hrm and purposeful than that of the Mother of Parliaments? 


The Marquess of Linlithgow, in The Indian Feasant. 
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INDEX TO RECORDS. 

Beferences are to pages. 

, ■ . . ■ ■ ■ ■■■■ • 

■■ A-,.." 

Aborigines and Hill tribes, represeiitation of, recommendations, Joshi 323. 
Aden : ■ ,■ 

Arab interests, Hoare 164 (7). 
future Constitution of, Memaranda on; 
by Sir Pbiroze 0. Setlina, O.B.E. 149-59. 
by Secretary of State for India, 161-7. 

History, Hoare 161 (2). 

Imperial interests, Hoare 164 (6). 

Civil administration by Indian Federal Government, difficulty, Hoare 
163-4. 

Population, Hoare 161 (3). 

Transfer to H.M. Government: 

Assurance in statement of June, 1933: 159, 166, 167. 

Misunderstanding of, Hoare 166. 

Financial effect of, Sethna 153-4; Hoare 164-5 (9). 

Objections to, and opinion of Council of State and Legislative Assembly, 
Sethna 149-59. 

Press communique of 20tii June, 1933, Sethna 159, 

Racial discrimination : 

Assurance against, Hoare 164 (8), 167. 

Fear of, Sethna 155. 

Recent Mstory of question, Hoare 161-3. 

Salt industry, effect on, Sethna 157; Hoare 165-6 (11). 

Trade, effect on, Sethna 155-7 ; Hoare 165. 

Agricultural development, British Indian Delegation 232. 

Anglo-Indian and Domiciled European community, retention of proportion in 
all communication and transport services necessary, Carr 332. 

Army, see under Defence. 

Auditor-General, position of, and recommendations, Sapru 263 (39). 

B 

Bengal, Memorandum by Mr. A. H. Ghuznavi on certain points affecting, 
321. 

Borrowing powers, see under Powers and relations of Federation and federal 
units under Finance. 

British Commonwealth of Nations, constitutional position of India in, need 
for statutory declaration of, Sapru 246 (2), 298-301, 303-4. 
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Biirina—eiiii/-. 

GoEsiii-iitioiU!! reform, seiierae ofj in event of separation from India— cont, 
Fiiinncda! powers and relations: 

Borrawiiig powers, 84 (69) (70). 

Distribution of assets and liabilities between India and Biirmaj 62 (10). 


Lb:operty, conxraets and suits, 83-4 (63) -(67), 

Foi'est Service, 64 (19). 

Frontier Service, 05 (22). 

General Diirport of. 62. 

Govenior : 

to Ac*t under instructions from principal Secretary of Stale, 70-1 
(19) (20). 

Acts of, 7o-6 (41) (42). 

to be also Gommander-in-Ciiief, 68 (6). 

Counsellors, 69 (11). 

Emergency powers in relation to legislation, 79-80 (51) (52). 

Financial Adviser, 64 (15), 69 (11), 69-70 (16). 

Instrnment of Instructions, 68 (7) (8), 69 (i3), 70-1 (18)-(20). 

Making of rules for disposal of Government business, etc., 69 (15), 
79 (50). 

Powers, ^ 63 (13), 68 (7). 

Powers in event of breakdown of Constitution, 80 (53). 
may Preside at meetings of Council of Ministers, 69 (14). 

Salary and allowances of, and of staff, 68 (9). 

Special responsibilities, 63 (13), 68 (10) note, 70 (17)-(20), 75 (40). 
76 (41)-(48). 

High Court: Eoare 33 (10); 84-5 (72)-(79). 

Appeals to King in Council, 85 (79). 

Obief justice, 85 (74). 

Judges, 84-5 (73)-(76). 

Jurisdiction, powers and antliority, 85 (77). 

Superintendence over subordinate courts, 85 (78). 

House of Representatives : 

Casual vacancies, filling of, 73 (31). 

Composition, 62 (12), 71 note, 73 (29). 

Discussion, powers to Governor to prohibit, 79 (50). 

Meinbei's : 

Oath or affirmation, 73 (32). 

Qualifications, 73 (30). 

Membership : 

Disqualifications for, 73-4 (33). 

Person sitting or voting as member when not qualified for, or 
disqualified from, 74 (34). 

Procedure and conduct of business, regulation of, 79 (60). 
Immigration problem, 64 (17). 

Imperial Parliament, Acts of, continuance in force, 62 (9), 67 (4). 
International treaties, conventions or agreements, continuance, 67 (5). 
Legislative procedure: 72 note, 75-9 (37)-(49). 

Acts assented to, by Governor to be within twelve months subject to 
disallowance by His Majesty in Council, 75 (39). 

Finance, 72 note, 75 (40), 76-9 (44)-(49). , 

Governor's Acts, 75-6 (41) (42), 

iGovernor’s powers, 75 (38), 76 (43), 81-2 (56) (67). 

Joint sessions, p. 72 note, 75 (40). \ , 

Legislation repealing or amending or repugnant to Acts of Parlia- 
ment, etc., 81 (56). 
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CHirmc-- 

C;oa>iiraiiourii reform, seliomo oil iii event of separation froiri iiidia — coni. 
Lv'y'.AkitnrQ : . ' ■ 

c\t!ur.o,HitioiK m d2), m (16) (17), 71-2 (21). 

Liie 'Of, 72 (2S|.; 
iiryt ’71-2 (21). 

Fuwto\. oil Sl-3 (o4),, (62). 

SiHioacj’ding oil etc., power to Govemorj,'72 (22) 

Medical pract-itioiierSj registration, 8S (62). 

^ M misters, Coancii of : 62 (12), 69.. (12), 

Meirdiers, riglit to speak, but not vote, in Chamber of which not a 
]\lember, 72 (24), 

Number and salaries, regulation of, 69 (14). 

Selection, of, 69 (IS). 

Monetary policy, currency and coinage, as reserved subject, 6S (IS), 
6S-4 (15), 68 (10). 

Police Service, 64 (19), 65 (23), 87 (87). 

Position of Burma within the Empire, 61-2 (9), 67 (3). 

Public Service Commission, 89-90 (100)-(104). 

Public Services : 

Discipline, 90 (108). 

Dismissal, 65 (23), 86 (85). 

Indemnity against civil and criminal proceedings in respect of acts 
■before commencement of Constitution Act, done in good faith, 
etc., 86 (84). 

Non-votable salaries, etc., 93. 

Persons appointed by Secretary of State: 88 (92) (93). 
zlppeal to Secretary of State, 86 (86). 

Conditions of service, regulation of, 87 (87) (90). 

List of principal existing rights of, 91-2. 

Pensions, 87 (90). 

Eights, continuance of, of compensation for loss, 86 (86), 87 (88). 
Rule-making powers of Secretary of State, 87-8 (91), 

Persons appointed otherwise than hy Secretary of State : 88-9 

(94)-(99). 

List of principal existing rights of, 92-3. 

Recruitment : 

Future, 64-5 (19), 72 (23). 

Statutory inquiry after certain period, 64 (19), 74 (34). 

Reserved poste, 87 (89). 

Retirement, premature, 11 (23), 65-6. 

Rights, existing, preservation of, 11 (23), 65, 88 (96). 

"^heme for, 64-6. 

Tenure of office, 86 (85). 

Railways : 

Service, future recruitment to, 66 (24). 

Statutory Boards 84 (68)“. 

Reserved departments, 62-3 (13), 68 (10). 

Revenues, application of, 84 (71). 

Schedule A areas, 62-3 (13), 64 (18), 94. 

Schedule B areas, 63 (13), 64 (18), 9,4. 

' Secretary of StateTs Advisers, 85-6 (80)-(83). 
y ‘ y' Senate/. /./'y^ ' 

, • ' ; ‘ i; y" ; ‘ Casual ; v^s^j^ies j , hliing , of,' 73‘‘ ' (27) . - , , 

Cpmpositiom ai 3 td method of election, 62 (12), 71 note, 72 (25). 

_ I ■ /'i ", M v:I)iscussl6Bypow^, tb ;0pvernor to. prohibit, 79 ^ (50) . 
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Burma— CO /if;. 

, Gonstitutioiial reforni, sclieme of, . in event -of. separation from India— co/ii,. 

■ .Senate— cofit. ■ 

, Members ■ 

... Oatii -or' affirmationj 73 (32). • . ■ 

Qualifi'Cations, 72-3 (26). 

Eetireinent of one-quarter every two years, 72 note, 73 (28). 

..Meiiibersbip.: 

Bisqnalificatm^^^ 

Person sitting or voting as ineinber when not qualified for, or dis- 
qualified from, 74 (34). 

Procedure and conduct of business, regulation of, 79 (oO). 

Superior Medical Service, future recruitment to, 66 (24). 

Trade an-d industry, grants, bonnties or subsidies, 83 (61). 

Federation, right of secession from, not possible, Eoare 137. 

I:L2vI. Government policy, Prime Minister’s statement, 59-CO (o) (6). 
Political development of, 57-8 (2), 

Public Services, present system, 64-5. 

Pound Table Conference, 59-60. 

Separation from India: 

Advocated, Eoare 136, 137. 

Constitutional Reform sclieme, see that title above, 
or Federation, Burmese opinion re, 61 (8) ; Eoare 136-7. 

General election, Autumn of 1932, 60 (6); Hoare 136. 

Government of Burma Despatch, August, 1930, 58 (2). 

History of question, Hoare 136. 

Indian opinion in Burma, Hoare 136. 

Legislature (present), proceedings re, 60-1 (7) (8) ; Hoore 136-7, 

Loss to Central budget from, Hailey 5 (9). 

Round Table Conference Sub-Committee recommendation re public 
announcement, 58 (3). 

Statement bv Secretary of State in House of Commons, January, 1931- 
59 (4).^ 

Statement by Secretary of State, 135-7. 

c 

Carr, Sir Hubert, Memorandum: 329-334. 

Anglo-Indian and Domiciled commnnity, 332, 

Commercial discrimination, 331. 

Council of State, 330. 

Europeans, criminal proceedings against, 331. 

Federal Assembly, 330. 

Federal Court, 330, 

Federal finance, 331. 

Federation, pre-requisites, 330. 

Governors, Instruments of Instruction, 332. 

High Courts, 330. 

Income tax, 331. 

Jute export tax, 331. 

Official languages, 330. 

Police, transfer, 329-30. 

Privy Council, appeal to, 330. 

Professional qualifications, 331. 

Provincial autonomy, 329. 

Provincial legislatures, 329. 

Public Services, 330. 

Second Chambers, 329. 

Supreme Court, 330. 

Taxation, discrimination through, 331, 
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Cedac! territories, Mmley 12 (22), 15-16 (29), 16-lT (32). 

Central subjects, MemoraiKlum by Sir Akbar Hydari, 185-7. 

^Centre, -Bovernment;' ■ 

Fimdaineiital condition of federation, Sydari 169. 
at Present, criticisms of system, Sapru 253-4, 

B.esi}Q-nsibiIity : 

Essential of new constitution and s^hould be establisbed soon after pass- 
• ing of Act, Sapru 240 (2), 252-5. 

Establishment, recommendation re date, Sapru 302-3. 

Chamberlain, Ht. Hon. Sir Austen, Secretary of Statens evidence, Press mis- 
representation, 28. 

Coinage, see Currency and Coinage. 

Commander-in-Chief, under Defence. 


Commercial discrimination : 

Administrative : 

Criticisms of White Paper proposals, Jayahar 317-9. 

General discretionary power to Governors and Governor-General to 
interfere, proposal, Jayakar 318. 

Convention based on reciprocity for regulating rights of British commer- 
cial community, desirability of, Jayahar 318-9. 

Development of indigenous industries : 

Position rc, British Indian Delegation 213-4. 

Safeguarding, need for, and suggestions 7’e, Jayakar 312-3, 314-6. 

Dominions, Colonies and foreign countries, future Indian Government 
should have free hand to negotiate agreements with, Jayahar 
311, 312. 

Memorandum on, by Mr. M. 11. Jayakar, 310-9. 

previous Negotiations and discussions re, British Indian Delegation 212-3. 

Persons and bodies in United Kingdom trading with India, but neither 
resident nor possessing establishments there, and those trading 
•with India and resident or possessing establishments there, import- 
ance of distinction, Jayahar 311. 

Prevention of: 

Governor-Generar s special responsibility: 

Comments on proposal, Jayakar 317. 

Scope of , »shoiiid be made clear, Hydari 173 (Proposal 18). 

Governoi"’.s special responsibilities, comments on proposal and matter best 
dealt with by Federal Court, Sapru 306 (5). 

Proposals in Secretary of Statens Memorandum approved, Carr 331. 

Reciprocity, provision for, suggestio*n, Jayahar 314 (16). 

Safeguards, modification of Clauses, proposals, Jayahar 314-6. 

through Taxation, British Indian Delegation 211 (11 ) ; Carr 331. 

White Paper proposals : 

Comments on, Sapru 306 (5), 317. 

Comments on, and proposed modifications, British Indian Delegation 
213-6. : ; ■ 

should be Confined to residents of, United Kingdom, Jayahar 310-1, 312. 


should be at liberty 
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Commynal Award;:'; ' ■ 

Bevision of, in respect of Bengal, apprehensions of Muslims in regard to, 
and opposition, (r'Amwaw 321.,' ' ■ 

Value of, Begum Shah Nawm 336. 

ComrriynicationSs improvement ' in, British Indian Belegation 23Q-1. 

Gongress, no .repudiation of .national debts, Sapru 286 (91). 

Ccmstityencies, wder Elections and Electorates.' 

Constituerit Powers r; 

Note bj" Sir Manubhai iMehta, 201-2. 

Provision for vesting of, in Indian Legislature, recommendation, Sapni 
273-4. 

Constitution : 

Amendments of, safeguards, demands of Princes, Mehta 201-2. 

•Growth of : ' , , 

Automatic, provision for, recommendations re, British Indian Delega- 
tion 223-4. 

Question as to provision for, Saiyrn 298 (117). 

New, essentials, Sapru 240 (2). 

Constitution Act, amendment or repeal by Indian legislatures, provision re, 
Eydari 174 (Proposal 110). 

Corporation tax, see under India States under Taxation. 

tCouncil of ' ^ 

Constitution : 

Aborigines and hill tribes, representation, recommendation re, JosM 
323. 

Delegates nominated by Provincial Governments, suggestion not agreed 
with, Sapru 269 (60). 

' Labour i^epresentatioii, recommendation re, Joshi 323. 

" Women, recommendations re, Begwni Shah Naum 337. 

Indian Statv^s representatives : 

Seats alloted to, and not filled, making up of deficiency, recommenda- 
tion, Eydari 173 (Proposal 26). 

Vacation of seat, x->ower to Iluler of State, pro|)osal, Eydari 173 (Pro- 
posals 24 and 27). 

Membership : 

Disqualification from, Eydari 174 (Proposal 34). 

Qualifications, Begum Shah Nawaz 337. 

Size, Eydari 173 (Proposal 26); Sapi'u 269; Carr 330, 

Currency, growth of Federal idea, British Indian Delegation 227. 

Currency and coinage, legislation, requirement of previous assent of 
Governoi'-Oeneral, oh}eQtion British Indian Delegation 210 (4). 

Gustams, see under Taxation. ' ' ■ - ^ 
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■Defence":'' ;■', , 

'Army : ' ■ 

Brifcisli troops^ rediiction, recommendation re. 'Sapru 29B. 

Indianisationj recoanmendation re, Sapru 292-4. 

Eecrnitnienty opening to ail classes, etc., recommeiidation, Sapru 295, 

SciiO'ols and colleges, expansion, etc., control by Legislature, recom- 
mendation, Sapru 295. 

Sending of, out of India, recommendation re, Sapru 295. 

® Army Member, selection from among members of Legislature represent- 
ing British India and Indian States, recommendation. Sapru. 
294 (111 (a) ). 

Budget, procedure, recommendation, Sapru 295, 295-6.* 

Capitation Tribunal, Moare 23. 

Commander-in-CMef, appointment by His Majesty on advice of Ministers 
in United Kingdom a fundamental condition of B'ederation, 
SydarilQS, 

Expenditure, Hailey 4: (S). 

Federal idea, growth of, British Indian Delegation 58. 

Indian Military College Committee, appointment and report, Sapru 292-4. 

Military expenditure, reduction, recommendation re, Sapru ■295. 

Eeservation to the Crown : 

Advocated, and Princes should he consulted before transfer, Mehta 201. 

must be Integral part of Constitution, Hydari 169-70. 

Thomas Report, Sapru 292-3. 

Transfer: 

to Control of Indian Legislature and Go-vernment wdthin shortest pos- 
sible time, recommendation, Sapru 292 (108). 

Need for definite and steadily growing programme of Indianization with 
view^ to, Sapru 297 (116). 

While Paper proposals, modifications advocated, British Indian Delega-- 
tion 205-7. 


Dewar, Mr. Doug fas, Aiemoranda submitted by, 
on, 143-7. 


Note by Secretary of State 


Discrimination, see Commercial discrimination. 

Dominion Status; 

Pledges, Sapru 298-301, 302, 303-4. 

as Ultimate goal, statement in preamble to Constitiition Act advocated, 
British Indian Delegation 204-5. 


Education, institutions and students, increase in numbers since 1921-22, British 
Indian Delegation 231. 

Illpllons. '''ancl:': 

Constituencies : 

, Contact between members and, Sapru 268 (47). 

Expenditure, estimated'jncrease-necessitated by. White Paper proposals, 
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Englisli laiiiyase, as official language, /of/ Federations^ of official 

languages of each province, statuto-i'y laiithority advocated, Carr 
330. 

European .Association, letter re transfer of police:' 332-4. ■ . 

' Governor-Generai and Governors, special responsibilities for p.revGntioii of 
grave menace to peace or' tranquility, 333 {d)r 

Police; 

Acts, ..ainendment, 3.33' (e).;, . 

Disciplinary control, 334, 

Political interference, 334. , ■ ■ 

: 'Transfer,. 332-4. ' 

. Terrorist movement, 332-3.. 

Europeans, criminal proceedings against, maintenance of present position 
advocated, Carr 331. 

'Excluded .areas : 

Ascertainnient of, with limits and extent, need for, and Indian delegation 
should have chance of discussing question, Sapru 305 (3). 
Governor’s special responsibility, Sapru 305 (3). 

External affairs, see Foreign affiairs. 

'■ F 

Family Pension Funds, see Pensions. 

Federal Assembly: 

Constitution ; 

Aborigines ajid Hill tribes, representation advocated, Joshi 323. 

Women, recommendations re^ Begum Shah Nawazj 33(5. 

Election to: 

Direct : 

Advantages as compared with indirect, British Indian Delegation 
216-7. 

with High qualifications, approved, Carr 330. 

V. Indirect, and direct advocated, >3apru 266-8. 

Indirect : 

Indian public opinion would not accept, Sapru 255-6 (25). 

Proposals, ili/dari 103-5. 

Indian States reipresentatives : 

Lent officers as, objection to, Supra 250 (14), 

Seats allotted to, and not filled, Eydari 174 (Proposal 9); Sa.pru 251-2 
(18)-(20). 

Vacation of seat, power to Ruler of State, proposal, Hydari 173 (Fro- 
■postds 24 and 27). 

Alembershipj disqualification from, Mydari 174 (Proposal 34). 

■Sixe, Hydari 174 (Proposal 29); Sapru 255-G (25), 269; Carr 330. 

Federal Council, scheme, Hydari 182., 

Federal Court, see under iJudicial Administration. 

Federal legislation or administrative action, provision against uiidue_ or un- 
V . reasonable x>reference, or unfair discrimination between units, sug- 
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■' legislatures r, 

......see nhO' Council" ef State' and Federal Assembly.,' / , . 

e.ytimated additional Cost of White Paper proposals, I£oarc 49. 

Indian States representation ; 

Attitude of States, Hydari 190-1. 

Grouping of States, KydaH 195. 

should be Popular or representative of the people, Joshi 324. 
.■:':t'Procediir 0 , Legislature procedure/"; ^ . 

Size, small, arguments for, Eydari 191-3, 195. 

Size and coinposition : 

Change in, fresh Act of Parliament should l)e necessairy, Melifn 201-2. 

V, ' , ; Menioranduni by ; Sir Akbar"'..Hy‘da'ri,', 189-96.' 

Unicameral, desired, Rydari 189, 194. 

White Paper proposals, comments on, British iMlian Relegation 216-8. 

'4 , V ', '.Federation',': , ,' -y 

Central subjects, division into Crown, Eederal and Provincial, scheme^. 
Eydari 181, 182-4. 

Criticisms of proposals, reply to, 8'apru 247-8. 

Evolution of federal idea, British Indian Relegation^ 225-30. 

Federal scheme for India, AlenioranduTn, Eydari 181-4. 

Finance, see that title. 

Fundamental conditions, Eydari 169-70; Sapru 240 (2). 

Bate, fixing of, by Constitution Act advocated, British Indian BeZe- 
f/ation 20B (3), . 

estimated Expenditure involved, Eailey 15; Eoare 22. 

Time limit fosr, recommendation, Sapru 302-3. 

Indian States and: Eydari 4, 172, 172-3 (Proposals (2, 3). 
see (dso under Finance. 

:', ■ A'Ceession : , ■ .. , . ■ ■ ■ 

Instrument of, “ or otherwise/^ deletion advocated, Eydari 173, Pro- 
posal (3). 

Value of, Baprn 248 (11). 

Attitude of Princes and reply to evidence as to hasty acceptance and 
subsequent regret, British Indian Relegation 225-30; Sai>ru 
240-6. 

Exercise of powers of the Crown, (reference to obligations ” of the 
.'Crown advocated, Eydari 173^ Proposal (3): 

Inspection on behalf of Governor-General, attitude re, Eydari 172. 
Secession, freedom of, meaning of demand, Mehta 202. 

Sovereign status of H.E.H. the Nizam, must be fully maintained and 
preserved, Eydari 172. 

Transfer of subjects : 

Minting of coinage and issue of stamps, reservation to H.E.H. the 
" Mzam necessary j Ha/dari 172. 

for Policy and legislation, distinction from transfer for administra- 

' : . Memoranda. ...on ,. . .. Sir Alchar . EydaTi^ 169-79... .... .. . . . .. . . 

QIEcial langiiage,..,.English a.s, 'statutory authority, advocated, .Gnrr 33Q. 

■ • : ' not" Organic ' 'growth"' "but "an'''artihci:al "croation, reply to' criticism," ^ 

5:; 't;./'-',’ ; ''' ' Indian Relegation 22^-^, " 

Relations between Federation and Federal units ; 4 


British 


A"; '''Biv'isiou^^ legislative '/iiubj'eets'"':" ; 

/'"''"'Mministration ;df "''''federa! 'fegislatioh" in ' Provinces, ""rec'omineiicla- 

,. .. 

if ' leEkiature. 
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Federation — 

Relatioii-s between Federation and Federal units— 

Division of legislative subjects— con-t. 

Concur rent jurisdiction — cont. 

Health insurance and invalidity .and old -age xrensioiis' should be 
subject to, Joshi 325, 3'27. 

Prohibition of legislation imposing financial obligations on Pro- 
vincial trovernmeiits, difficulties Iroin^ .and suggestion 're ■ removal, 
Joshi 325-7, 32S. 

Emigration , between Indian States and Bi/itisli India isliouid be 
federal, Jos/u 327, 328. ■ 

Exclusively Federal subjects, amendments of list, suggestions, Eydari 
178-97 

Federal laws and Indian States, question of position re, and recom- 
mendation, Hydari. 174-5 (Prcposal 111). 

Traiisfer of subjects between Federal Government and units, objection 
to provision for, and specific consent of Princes should be 
required, 3/ e/iia 201. 

with States : , 

Agreements for carrying out Fedeirai purpose in State, proposed 
Amendment of Alhite Paper wording, Hydari 175 {Proposal 128). 

proposed Amendment of White Paper .wording, Hydari 175 (Proposal 
117). 

Enforcement of Acts of Federal Legislature within States, Sapru 
251 (17). 

Time limit for challenging validity of Acts, proposed deletion of pro- 
posal, Hydari 175 (Proposal 118). 

. pre-Reqiiisites,' 6Vrr 330. 

Financial, Hailey 11 (19); Sapru 261* 

Political entity of provinces, reply to, British Indian Delegation 225-30. 

■ Secession : 

by Indian States, freedom of, meaning of demand, Mehta 202. 

Provision foir formal right of, not advocated, Hydari 170. 

Right of, could not be limited to one federating pai'ty, Soare 137. 


Finance': . 

Accounts, audit of, Sapm 263 (39). 

Administrative economies, possibility of, Hoare 23. 

British AVar Loa.u, liability taken over by India, correcton of Mr. Dewar's 
evidence, Hoare 145 (6). 

Centre, position of, review of, and prospects, Hailey 4-6, 11 (19). 

Civil charges in Provinces, Hoare 146 (7). 

Committee of inquiry into financial conditions of Federation and Britkh 
Indian Provinces, and allocation of Income Tax, suggestion., 
British Indian Delegation 221 (4). 

Cost of AATiite Paper proposals : 

Correction of Mr. Dewar’s figures, Hoare 145 (5). 

Estimate of increased expenditure on fresh overhead charges,’’ Hoare 
49-51. 

Question as to meeting, Hailey 11 (19), 15; Hoare 22-4, 25; Sapru 258-9. 

"Difficulties of question, and inquiries into, Hoare 21. 

Expenditure, effect of Moiitagu-Chelmsford reforms, comments on Mx. 
Dewar’s evidence, and correction of figures, Hoare 143-4. 

Government liabilities in form of cash certificates and savings bank de- 
posits, increase in, since discussion of constitutional changes, 
Hoare 144-5 (4). • ' 


19356 


M 


352 


INDEX TO EEOOEDS . OF THE JOINT COMMITTEE 


Finance— corji. , 

Governor-Generars special responsibility for financial stability and credit 
of India : , ' 

Recomiiieiidatioiis re^ British Indian Delegation 208-9 (1) (2). 

Scope, question of, S'apru 262. 

Implications of Provincial Autonomy and Federation, Mailey 1-20. 
Inquiry into 'relations ■ between Federation and units', suggestion re^ Saprn 
* 257-8. 

Legislature procedure, see that title. 

^ Powers and relations of Federation and federal units: 

Allocation between Provinces and Centre: 

Ainendment of wording of- White, Paper, proposal, Sydari' 175' {Fro- 
posal im); 176 (Proposal 139). 
no Change suggested, British Indian Delegation 221 (1)* 

General consideratio-ns, Roare 2-11; 24-5. 

General principle approved, Carr 331. 

Income tax, see under Taxation. 

Round Table Conferences discussions, Railey 13-14 (26). 

■White Paper projjosals, summary of, Railey 17-20. 

Borrowing powers, sterling loans, raising of, procedure in future, 
British Indian Delegation 210 (5). 

Federal sources of revenue, .proposals, Mehta 200. 

Indian' States: ■ , 

Assurances required hj, Railey lA (27). 

Attitude of Princes, Mehta 199-200; Sapru 257, 

Contributions during emergency: 

Opinion of Princes, Mehta 199-200. 

Proposal, Rydari 176 (Proposal 141). 

Contribution to federal fisc, method of, Railey 17 (32) (33). 
Corporation tax, see under Taxation, 

General considerations in connection with, Railey 11-17. 

Present position of States in relation to Central finance, Railey 
11-13 (21)-(25), 

Previous assent of Princes should be necessary before any amendment 
of arrangements, Mehta 201. 

Local surcharges on Central taxes, question of, Railey 10, 

Property, contracts and suits, comments on proposal, Rydari 175 (Pro- 
posals 131, 132 134). 

Provinces must be free to work out own Budgets, Centre only to inter- 
fere in event of emergency, Railey 2 (5). 

Subventions to Provinces: 

Deficit provinces, probable requirements, and source of, Hailey 8-9. 
10 - 11 . 

CO New provinces, probable requirements and source of, Railey 8-9. 
White Paper proposals, comments on, Sapru 256. 

Present position of India: Roare 25. 

Budget estimates of revenue and expenditure of Central and Pro- 
vincial Governments in 1933-34, Railey 1-2, 

Deficit provinces, Railey 2-3, 8 (14); Roare 25. 

Emergency surcharges, Railey 2 (4), 11 (19). 

Improvement possibilities, Roare 22-3, 25. 

Pay cuts, cost of restoration, Railey 4 (8), 8 (14), 11 (19). 

Problem of, if no improvement in state of the world, Roare 24, 25. 

Administrative economies, need for, Roare 24. - 

; Expenditure ;per hea,d”df population according to 1929-80 Budgets and 
density of population per' isquare mile, Railey 7. 

^ ^ Federal ‘inanee forecast for province, Maihy 7-8. ‘ 

^ laequalltles/lbetween standarde'pf admimstration, jJcT'iTM/ 6-7. 
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Public:,. debt:' , 

Particulars, :Soare ' 

Positioti: British Indian Delegation 207 (7), 208 (8), 236-8. 

CoiTectioii of Mr. Dewar’s evidence, lioare 145-6 (6). 

Bevenues : 

Allocation between Centre and Provinces, at present, Hailey 1-2, 6 (12). 
Application for purposes of government of India alone, provision should 
be made in Constitution Act, Eydari 176 {Froposal 150). 

Decline in, owing to increase of lawlessness, reply to, Hoare 144 (3). ^ 

new Sources, prospects, Hailey 5 (10), 8-9. 

Statement by Secretaxw of State, 21-5. 

Financia,!, Adviser: 

Comments on proposal, Saprn 261-2. 

Recommendations re, British Indian Delegation 209 (2). 

Fiscal Autonomy Convention : 

Expansion advocated, and Secretary of State should have no poiver to 
interfere with decisions of Legislature, Sapru 263-6. 

Results of, and continuance of freedom to regulate fiscal policy without 
reservations or qualifications claimed, British Indian Delegation 
210 - 2 . 

Foreign 'afairs : 

should be Crown subject, and Princes should be consulted before transfer, 
Mehta 201. ‘ 

Discussion of certain questions, legislature should not be barred from, 
Sapru 296 (113). 

Federal idea, growth of, British Indian Delegation 58. 

Transfer to control of Indian Legislature and Government wdthin shortest 
possible time, recommendation, Baprn 246 (2), 292 (108). 

Forest revenue, decline in, owing to increase of lawlessness, I'eply to, Hoare 
144 (3). 

Franchise : 

Adult suffrage: 

Power to local Legislature to extend franchise so as to work up to, 
suggestion, Baprn 268 (45). 

Time limit for reaching, advocated, Joshi 324. 
in 'Urban areas: 

Only, not advocated, Sapru 268 (45). 

Proposal by women’s organisations, Begum Sliah Nawaz 335-6. 
for Agricultural tenants, for Provincial Assemblies, Bombay, suggestion, 
Joshi 324. 

Expansion, provision for, advocated, Sap'u 270 (51); Joshi 324. 

Lothian Committee recommendations suppoi'ted generally speaking, Sapru 
268 (46). ■, ^ ' 

Qualihcations, \vage-earning : 

Local Governments should be instructed to prepare scheme for, in time 
for second election, Sapru 270 (51). 

■Suggestions, Joshi 324. 

.Women : 

Administrative difficulties, exaggeration of, Begum Shah Nawaz 337-9. 
Adult suffrage in uiffian areas,’ proposal by women^s o*rganisatioms, 

Begum Shall Nawaz SSB-6*' '■■■■■.■: ■ ■ ' 

Electoral rolls, preparation of. Begum SKah Nawaz 339. 

Inadequacy of proposals. Begum Shah Nawaz 335. 

L y. 1,1356 ■ ; ^ 
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Francliise— 

'Woiiieii — -co-nt. . 

.. . Qaalifieatioiis : ' 

Literacy test^ demand for, Begmn Shah Nawaz 335. 

Property, acceptance of proposal, Begum Shah Nawaz 335. 

Wives of voters with property qualification, attitude of Indian women. 
Begum Shah Nawaz 335-6. 

Wives, application, objection to condition of, Begum Shah Nawaz 338. 
ff uriclameritai rights: 

Embodying of certain, in Constitution Act and in Royal Proclamation 
advocated, Sapru 271-2. 

Proclamation of Queen Victoria quoted, Sapru 272. 

Rights of property, objection to proposal, Joshi 324. 

Women, claim to inclusion in Constitution or Instrument of Instructions, 
Begum Shah Nawaz 337. 

G 

Ghuznavi, A. H., Memorandum on certain points affecting Bengal, 321. 
Gold Standard and Reserve Bank of India Bill, 1928, 112-34. 

Governor-Genera! : 

Appointment by His Alajesty on advice of Ministers in United Kingdom 
a fundamental condition of Federation, Bydarl 169. 

Counsellors, Financial Adviser and staff, estimated annual additional 
cost, Moare 49. 

general Discretionary power re administrative commercial discrimination, 
proposal, Jayahar 318. 

Instruments of Instructions, purpose and function of, Hoare 47-8, 
and Police, see under Police. 

Requirement of previous consent of, to legislation in certain cases, objec- 
tion to, British Indian Delegation 210 (4). 

Special responsibilities : 

Comments on proposals and proposed modifications, British Indian Dele'-'- 
gation 219 (5). 

Commercial discrimination, prevention of: 

Comments on proposal, Jayahar 317. 

Scope of, should be made clear, Ilydari 173 (Proposal 18). 

Financial stability and credit: 

RecoiuTuendations rc, British Indian Delegation 208-9 (1) (2). 

Scope, question of, Sapru 262. 

Indian States, protection of rights and vital interests advocated, 
Eydari 173 (Proposal 18), 

Prevention of grave menace to peace or tranquillity: 

Obligation should be made more explicit in certain directions, European 
Assn. 333 (d). 

Specific words should be used and power confined to crimes of violence 
only, Begum Shah Nawaz 337. 

Railways, Hoare 40 (4), 43 (8). 

J 

Indmrh; Delegation 220. 

PiXK5ediire 274-5 (80).' L, ; w. 

, \ 

.y, in United Kingdom a funda^i 
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Governors — cont. 

genera! Discretionary power re administrative commercial discrimination, 
j'lroposal, Jayal-ar 318. 

Iiistniinents of Instructions : 

, , Form ■ of j , Carr 332. 

Purpose , ami fuiictioii .of, Moare 47~B. ■■ ■ 

■■.Legislation, sp^ecial powers of, criticism -of ■proposals, 309-10. 

Ordinances, power to issue, sliould not be granted, Bi'iiish Indian Dck- 
gafion 219 (6). 

and Police, see imde.r Police. ^ 

Deqiiireiiient of previous consent of, to discussion or questions in legisla- 
ture on matters connected with any Indian State, recomnienda- 
tion, Ilydari 174 (Froposal 102). 

Special responsibilities : 

Coramercial discriniination, prevention of, comments on, and matter 
best dealt with hy Federal Court, Sapru 806 (5). 

'Excluded areas, Saprih 305 (3). 

Execution of orders lawfully issised by Governor-General, Sapru 305 (2). 

Indian States, protection of rights of, Sapru 305-6 (4). 

Memorandum on, Sapru 305--10. 

Method of obtaining information in connection with, and question of 
staff for, Sa'pTu 277 (67). 

M'iuorities, safeguarding of legitimate interests of: 

Eeco-nmiendation re. British Indian Delegation 219 (5). 

.‘Re-drafting of Clause, need or, Sapru 307-8 (7). 

Prevention of grave menace to peace and tranquillity: 

Modification., need for, Sapru 308 (8). 

Obligation should he niade more explicit in cei'tain directions, Euro- 
pean Assn, 333 (d). 

suggested Eestriction, British Indian Delegation 219 (5). 

Specific wmrds should he used 'and poww confined to crimes of 
violence only, Begum Shah Naimz 337. 

‘Public Services, securing of rights • and ■ safeguarding legitimate in- 
terests of : ' • , 

i-areful Definition of character and extent of rights necessary, Sapru 
307 (6). 

'Recommendation re, British Indian Delegation 219 (5). 

H 

Hailey, Sir Maicolm, G.C.S.I., G.O.I.®., finaneiai implications of Provincial 
Autonomy «nnd Federation, 1-20. 

Health insurance and Invalidity and old-age pensions, should be subjects of 
eoncuri'ent jurisdiction, Joshi 325, 327. " 

High Commissioner, position of, and method of 'appointment, Eapru 297 (115). 

High Courts, see under Judicial Administration. 

Hoare, Rt. Hon. Sir Samuel, Bt., M.P., Secretary of State 

for India : 

Aden, fiititre constitution of, Memorandum, ^161-7. ' 

Burma : 

, Scheme of constitutional reform in, if' separated from India, presented by, 

53-94. ■ , '■ " 

Statement on, 135-7, '■■■':■■ .v ; vr- ' ' ' 

Dewar, 'Mr, Douglas, note on Memoranda ' submitted by, ,143-7. 

' ’ ''p'-v . ' ' '■ ' H 2 , I 
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::H:oare, ' Rt. Hon. Sir Samuel— cotit, . 

;■ Evidence given by, Press misrepresentations,;; 27-8,; 

; Eaniily Pension Funds,, note.'on, 139-42. , „ 

; Finance 

Estimate of increased expenditure on fresh overhead charges ’’ neces- 
sitated by White Paper Constitution, 49-51. 

Statement, 21-5. 

Governor-General, Instrument of Instr not ions, 47-8. 

Governors, Instrument of Instructions, 47-8. 

High Courts, 29-37. 

Railways, future administration, ^proposals for, 39-45. 

Reserve Bank, Report of Committee on, 95-134. 

Hydari, Sir Akbar: 

Central subjects, Memorandum, 28th May, 1931, 185-7. 

Federal Legislature, size and composition, Memorandum, 189-96. 

Federal scheme for India, Memorandum, 2nd October, 1930, 181-4. 
Federation : 

Conditions, 169-72. 

Memoranda, 169-79. 

Railways under the Federal constitution, proposals, 197-8. 

White Paper proposals, comments on, and proposed modifications, 172-9. 

Hyderabad, representative of, see Hydari, Sir Akbar. 

Indian Civil Service, duties and conditions of service, British Indian Delega- 
tion 221 (30). 

Indian States: 

Ceded territories, Hailey 12 (22), 15-6 (29), 16-17 (32j. 

Emigration to and from British India, should be federal subject, 

327, 328. 

and Federal Court, see under Judicial Administration, 
and Federation, .see under Federation and Finance. 

Matters connected with, discussion or questions in legislature, require- 
ment of previous consent of Governor, recommendation, Hydari 
174 (Fro 2 )osal 102). 

Paramountcy ; 

Exclusion of questions from Federal sphei'e, reference to, in Act 
advocated, Hydari 173 (Froposal 3). 

Powers, transfer of certain to Federal sphere, Hydari 170. 

Viceroy must have means of implementing duty for discharge of func- 
tions, and question of, Hydari 170, 

Privileges and immunities, Hailey 12-38 (24), 16 (29). 

Railways, see that title. 

Representatives: 

on Council of State, see under Council of State, 
oil Federal Assembly, see under Federal Assembly, 
on Federal legislatures, ■ w: under Federal lesislatures. 

. Bights . of , , special ..responsibilities of , Governor-General, and. Governors, 

173 (Froppsari8); j8apri6 305-6 (4), 

State Forces,' ■toluiitafy maintenance of, available for use on mobilisation 





v;;;- Treaties, mRity?y:gaa:rant^: under,: provision, independently of Constitu- 
' ' Act. ^for, .ecntinmmcefol, ;and for revival of Treatv obi 10 * 0 ,- 
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I ndustrial. ^ : Cousicils,' : recoiiimeB.datioii 3 J osM 327-8. 

■I nclustrial: development, British Indian Delegation 232. 

International Labour Conventions, previous concurrence of British ■ Indian 
Provinces to federal ratification should not he necessaiy, proposed 
modification of wording for, Joshi 327, 328, 

^Invaiidlty pensions, should he subject of concurrent legislation, Joshi 325,' ,327. ■„ 

Iyengar,. A. Rangaswasni, letter to Sir Tej- Bahadur .'Sapru on Memo,randum, 

■ Bi’O.'" ■ ' 

J 

Jayakar, 'Mr.. ,.M 

Commercial discrimination, Memorandum on, 310-9. 

Letter to Sir Tej Bahadur Sapru on Memorandum, 320. 

tlosW, Mr. M. ■ M. ; , 

Aborigines and hill tribes, representation in legislatures, 323. 

Federation, division of legislative subjects : 

Concurrent jurisdiction, 325-7, 328. 

Emigration between British India and Indian States, 327, 328. 

Health insurance and invalidity and old-age pensions, 325, 327. 

Social insurance, 325, 327, 

Franchise, 324. 

Industrial Councils, 327, 328. 

Labour legislation, 325-7, 328. 

Labour representation in legislatures, 323. 

Letter to Sir Tej Bahadur Sapru on Memorandum, 320. 

Memoranda, 323-8. 

tiudicia! Administration : 

Appeals to Privy Council, Sapru 287-8 (95), 289 (100). 

Continuance of right advocated, Garr 330. 

Criminal proceedings against Europeans, maintenance of present position' 
advocated, Carr 331. 

Feder ah Court : 

estimated Annual cost, Hoare 49. 

Appeal to King in Council, proposal, Eydari 177 {Proposal 158). 
Appeals to, procedure, Saprw 288 (96) (97). 

Appellate jurisdiction from State Courts, proposals, Eydari 177 (Pro-^ 
posal 156) . 

Decisions, enforcement of, Eydari 177 (Proposal 160); Sapru 288 {98). 
Functions, combination with functions of a Supreme Court undesirable, 
Eydari 172, 

Incorporation of Supreme Court in addition to, or as branch of, not 
‘ approved, Carr 330. ,, ^ 

Judges : 

Appointment by His Majesty on advice of Ministers in United King- 
dom a fundamental condition of federation, Eydari 169 177 
(Proposal 151). ' 

Judges of State Courts as, proposal, Eydari 177 (Proposal 153). 
Qualifications, recommendation, Sapni 290, 291 (104). 

' Retiring age, 65 adi^oeated, Eydari 177 (Proposal 151). ■ / . 

• Jurisdiction, Sapru 287-8.' . ~ ■ 

; ■: Interpretation of B^ederal laws, proposal would be considered, but 

need for care, Eydari 171. 
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Judsciaf Adfiiinistratioii— conf. 

- Federal Gourt — coni, ■ 

Need for, 119, 287 (95). 

Original jurisdiction, proposals, liydari 177 {Froposal 155). 

Process witkiii States, proposal, Hydari 177 (Froposal 160). 

Kefereiice of matters to, by Goyernor-G-eneral, Hydari 177 iFroposal 
161); 8apru 289 (99). 

Sapreiiie Court divisions, recommendation, Sapru 290 (102). 

HigK Courts : 

should be under Administrative control of Federal Government and a 
charge on Federal revenues, Carr 830. 
other til an Chartered High Courts, Eoare 37. 

Composition and organisation, Hoare 31-2, 35 (15). 

as Laid down in Constitution Act or Letters Patent, no provision for 
alteration by Indian Legislature, Hoare 31 (7). 

Control of subordinate judiciary by, Hoare 30-1. 

Federaiisation, recommendation, Sapru 292 (107). 

Federalisation or provincialisation, Hoare 35-6. 

-Judges: ■ , 

Appointment method and recommendation, Sapru 291-2 (106) (107). 
Qualifications, Sapru 290-1 (104). 

Salaries and allowances, regulation of, Hoare B5 (14). 

White Paper proposals, Hoare 32. 

Jurisdiction, Eoare 29, 32-3, 35 (16). 

Maiiitenaiico, Hoare 35 (14), 36 (18) (19) (21). 

Powers and authority, Hoare 32-5, 85 (17), 36 (19). 

Powers and jurisdiction, Sapru 290 (103). 

iEelations with local Governments, Sapru 291 (106) (107). 

Supervision over criminal courts, advocated, Sapru 291 (105), 
Judiciary : 

Appointment, selection, promotion and control, transfer to High Courts, 
recommendation, Sapru 291 (105). 

Subordinate : 

Civil, organisation, Hoare 30. 

Control of, Hoare 30-1. 

Criminal, organisation, Hoare 30. 


Magistrates, Sapru 291 (105). 

Provincial organisation, Hoare 29. 

Supreme Court: 

Appeals to, question of number and restrictions re, Sapru 289. 
Bengal opposition to, Sapru 289 (ICK)). 

Criminal cases, appeals to, Sapi'ih 289 (101). 

Establishment not advocated, Sapru 290 (102). 

Financial question, Sapru 289 (100). 

Judges, Sapru 2m. iim),. 290-1. . 

dute export duty, ^ee under Taxation, 


'■i 


,1 I, V 


Labour legislation, dMoulties -in .oonnection with legislation by federal legisla- 
/•-. ^ ,ture and. administration, and suggestions re, losU 325-7, 328. 
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Law and Order::., ' . 

see also Judicial adm.inistration and Police. ; 

Administra,tion^ selieniej Kydari 185-6^ 187. 

Provincial ministers of the Interior, tlie appropriate advisers of the 
' . Viceroy, Ifydari, 185-6. ■ ' ' 

Reservation of : 

ill Bengal, objections to suggestion, Sapru 275-6. 

Objection to, British Indian Delegation 218-9. 

: ■ Transfer of : 

. . Argmiients for,: Sapru. 27BS, 

Reeonnnencled by Round Table Conference, H.M. Government, Goverfl- 
nieiit of India and Simon Commission, Sapni 275 (61). 

League of Nations, Indirds position in, Sapru 297 (114). 

Legislative ' . procedure : 

Pe.derai : , ^ , ' . . ' 

British Indian issues, Indian States^ representatives and, British Indian 
Delegation 216-7; Sapru 248-50 (12) (13), 250-1. 

Supply, co-equal povv-ers to Upper chamber, objection to, Sapru 251 (16). 
Provincial , discussion or asking of questions on matters connected with 
any Indian State, requirement of prior consent of Governor, re- 
commendation, Ilydari 174. (Froposal 102). 

Requirement of previous consent of Governor-General in certain cases, 
British Indian Delegation 210 (4). 

Local bodies, recommendation re, Sapru 268 (46). 

Local self-government, failure of, reply to statements, British Indian Delega- 
tion 232-5. 

M 

l^atches, excise duty, see under Taxation. 

Medical relief, development, British Indian Delegation 231-2. 

Medical Service, superior, recruitment, Sapru 282 (77). 

Mehta, Sir Manubhai, C.S.I. : 

Constituent Powers, note on, 201-2. 

Federal hnance, note on, 199-200. 

Ministers, provincial: 

Collective responsibility, recommendations re, British Indian Delegation 
219; Sapru 277 (68). 

Nominated member as, objection to, Sapru 277 (69). 

Minorities, special responsibility of Governors, see under Governors. 

N 

Nawaz, Begyin Shah ; 

Communal Award, 336. 

Council of State, 337. , ' ' 

Federal Assembly, woinen^s seats, 336. 

Franchise, women, 335-6, 337-9,: 

Fundamental rights, 337. ■ , , 

Governor-Generai and Governors, special responsibilities for prevention of 
. r': grave menace to peace or tranquillity,- 3^, 
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Nawaz^ . Besym ' Sliah—^ 

■ : .Meiiiorandiiiiij ,,335~40. 

^■^ProFmcial legislatures, women’s -seats,. 336. ' . 

Second Gliambers, women’s 'seats,: 336. . 

.Women 

Polling, 339. 

Settlement of questions by Imperial Parliament, 339-40. 

o 

'f' ■ 

Old age pensions, should be subject of concurrent legislation, Joshi 32o, 327. 
Opium, receipts from, prospects, Hailey 5 (9). 

Orissa, subvention to, probable requirements, Hailey 8. 

P 

Paramountcy, see under Indian States. 

Pensions: 

Exemption from income tax, no Justification for proposal, British Indian 
Delegation 22S (34). 

Family Pension Funds : 

Financial position, Hoare 139 (4) (5). 

Funding propoKsal, Hoare 140-2 
Note by Secretary of State on, 139-42. 

Particulars re, Hoare 139 (3). 

Protection of, Saprxh 285-6 (89)-(92). 

Police; 

Acts, amendment, prior assent of Governor-General or of Governor in their 
discretion should be required to introduction of, and any legisla- 
tion be reserved for H.M. pleasure, European Assn, 333 (e). 
Criminal Investigation Department, or special branch dealing -with 
terrorism, see under Terrorist Movement, 

Disciplinary, control, recommendation re, European Assn, 334 (/). 
Inspector-General, direct access to Governor, making of special provision 
for, not desirable, Sapru 276-7 (66). 

Insulation from political interference, suggestions for, European 
334 (/). 

Eoservation of section of, objection to, British Indian Delega^tion 218-9. 
Transfer : > ■ , - 

Agi'-eed, but , need for reservation of section dealing with subservice 
crime, Carr 329-30. 
essential Safeguards, Carr 329-30. 

, Politically minded Indians,, need for co-operation of, Carr 329. 


. Posts and telegraphs, 'gro^h.df -Federal idea, British Indian Delegation 227. 
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Provincial .autoricjmy , '-r. ■ r 

without Central responsibility, reply to suggestions, British Indian Velega- 

tioTi, 225, 235-6. . : 

Evolution of, Sa-pni 246-7. 

Finance, see tJiart title, 

as Fundamentai condition of federation, Mydari 169. 

■Inauguration: 

estimated Expenditure involved, Sailey 11 (19); Hoare 22. 

Pre-requisites, financial, Eailey 3 (5), 16 (30), 19. 
lieqiiirements for success, Oarr 329. ^ • 

without Eesponsibility at the Centre, objections to, Sapru 246-7, 262-5. 

Provincial Constitutions, comments on White Paper proposals, British Indian 
Delegation 218-20. 

Provincial legislatures: 

estimated Additional cost of White Paper proposals, Hoare 50. 

Central Provinces, ahorigines and Hill tribes, increased representation 
advocated, Joshi 323. 

Constitution : Oarr 329, 

Labour representation, inadequacy of, and x^^'^P^sed increases, Joshi 
323. 

Beservation of seats for women, recommendation, Begum Shah Naicaz 
336. 

Membership, disqualification from, Hydari 174 (Proposal 34). 

Public Health Department, development, British Indian Delegation^ 231-2. 

Public Service Commission, comments on White Paiper proposals, Sapru 286-7 
(93). 

Public Services : 

■ ■• All-Iiiclia : 

Control, Sapru 283. 

European elements, continuation on minimum basis of Lee Commission 
l>ercentages, essential, Carr 330. 

Pensions, see that title, 

Becruitment by Secretary of State, continuance: 
not Advocated, Sapru 281 (76). 

for Certain period, with statutory inquiry at end of, objections to, 
British Indian Delegation 221-2 (31), 

Retirement on proportionate pension : 

Comments on White Paper proposal, Sapru 284-5 (88). 

Cost of, correction of Mr. Dewar’s evidence, Hoare 144 (2). 
Extension of right of, to all European members appointed up to 
passing of Act, agreed to, British Indian Delegation 222 (32). 
Eights ; 

Accruing, interpretation question, Ba*pru 283-4 (83). 

Protection of, comments on WHiite Paper proposals, Sapru 282-6. 
Eights and privileges, recommendations re, British Indian Delegation 
^ 222-3. 

Salaries, protection of, Sapru 285 (89). 

Appointment otlierwdse than by Secretary of State, proposal, Sydari 177 
(Proposal 192). 

Control, Governor-General as final appellate authority as regards officers 
. appointed after 1919, with . transfer of . control to Federal Gh>vern- 
' \ ment in future, suggestion, Sapru 283. 
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■•Fiiblic ' Servi'ces—co'/ti^. .. 

Eiu-o],>eaiLg in, probable position if recruitment stopped in 1935, luitish 
Indian Delegation '‘22^ (31). 

indianisatioii, Lee Commission recommendations, 6’apru 280. 

Pensions, see that title, 

' liecruitment : . 

for Central Services, but Federal Government, proposal, BHtUli Indian 
Delegation 221-2 (31). 

by Government of India through Public Service Commission, advocated 
^ in future, S'apru 280-2 

Inquiry at end of five years, objections to proposal, British Indian 
Deiegation 222 (31); Sapru 280-1. 

Lee Gominissioii recommendations, Sapru 280. 

for Provincial Services by Provincial Governments, proposal, British 
Indian Delegation 221-2 (31). 

Beservation of certain posts to Indian Civil Service, continuance not 
advocated, Sapru 284 (85). 

Rule-making power re, Sapru 282 (79). 

•Special responsibilities of Governors, see under Governors. 

White Paper provisions, dissatisfaction in India, British Indian Delega- 
tion 221 (30). 


■jf 
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R 

Railways; cpv'd',' 'd,,,.-' 

Administration of: P'/'/ 

Committee on, and recommendations of, Eoare 39-45. 

Scheme, Hydari 186-7. 

Board : 

Composition of, recommendations of Committee and comments on, 
Hoara 39 (2), (Committee) 41 (2). 

Constitution, functions and powers should be determined by Act of 
Federal Legislature, British Indian Delegation 216 (23). 

Methods of setting up, Eoare 40 (5). 

Recommendations of Committee, 41-2. 

Recommendations re, Sapru 270-1. 

Construction, regulation of, proposal, Hydari 198. 

Financial position, comments on iMr. Bewares Memorandum, Tloare 
147 (8). 

Hyderabad State, proposals, Hydari 197-8. 

Indian States: 

Control, British Indian Delegation 59. 

Position of, Eoare 39 (3), (Oo'tnmittee) 44 (11), 45 (12). 

Revenue f rom,^ Hailey ,4j-' 

existing Rights ol' Oompanies. under contracts with Secretary of State in 
Cbuncil, preservation in Constitution Act necessary, Eoare 40 (5), 

' Special responsibilities of Governor-General, Eoare 40 (4), 43 (8). 
Superior Service, recruitment, &pru 282 (77). 

' Tranefer to. Federal Government/advocated, Sapru 270 (53). 

, ■ v'!/'' Use of, for, purpose' of defence, Sapru 271 (55), 

Bmki ^ 

}-V' ; .Agreement with ImperiaVBl^hk 'uf, India, 128, 133. ^ 

^ '' /Audit, 129-30. , 

’Bapk rate, 129.," ' ‘ 

' ; " 'Bih of .192S,'migg^M’'mod^ 100 (16), 107-8 (33), 10940, 
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Rese.rve, Bank—coiii.: ■■ 

Board : 

Constitution oiV 1^)? 115-7. ■ 

Directors representing shareiioiders, appointment metliod, 98 (6) (7), 
111; 116. 

Business of the Bank, 100-1 (16)-(18), 109-10, 118-9. 

Cash reserves to he maintained by banks, 127-8. 

Committee : 

Appointment; Soare 95, 96. 

, lleport, 95-134. 

■Directors : 

Dirst appointment by Governor-General in Council, 99 (12). 

Qualification and disqualification, 99 (10), 115. 

Establishment and incorporation, 113. 

Eixchaiige obligations, 101-2 (19) (20). 

Governor, attendance of, and exercise of vote in event of absence, 97 (5). 
Governor of, and Deputy Governors, 100 (13), 116, 117. 

Freedom from influence of Vfhitebali or the City, essential, British 
Indian Delegation 209 (3). 

Governor-Generai in Council, exercise of powers, 107 (32). 

Initial assets and liabilities, 124-5. 

separate Issue and Banking Departments, 100 (15). 

Issue Department, assets and liabilities, 102-5 (21)-(2G), 123-4. 

Legislation, requirement of previous assent of Governor-General, objection 
to, British Indian Delegation 210 (4). 

Liquidation 107 (32), 130. 

Local Boards, 98-9 (9), 99 (11). 

London Branch, should be optional, 98 (8). 

Management, 116-8. 

Note issue, 122. 

Duration of privilege of, 127. 

Forfeiture of right of, 107 (32). 

Obligation to buy gold, 126. 

Obligation to sell gold and gold exchange, 126-7. 

Offices and branches, 9S (8), 115. 

Political influence, freedom from, 96 (3). 
as Pre-requisite of federation, Sapni 261 (36). 

Private shareholders, (recommendation, 96 (3). 

Proliibition of issue of imivate bills or notes payable to bearer on demand, 
123. 

Regulations, 107 (32), 130-1. 

Relations with Imperial Bank of , India, 106-7 (29)-(31). 

Relations with Secretary of State in Council, Governor-General in Council 
and L{X5al Govexmments, 121-2. 

Reserve Fund and allocation of suirplus, 105 (27), 128-9, 133-4. 

Returns, 130, 134. 

Scheduled banks, 132. 

Maintemuice of minimum balances, 105 (28). 

Share capital and share registers, 100 (14), 113-21. 

Shareholders^ %mti.ng qualification, 96-7 (4). 

Supply of coin and of dilferent forms of legal tender currency, 125. 
Suspension of reserve irequirements and tax on note issue, 107 (32), 127. 

R ©sewed subjects, Counsellors for,; two only, advocated, British Indian Delega- 
tion 207 (6), 
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. ■:■■■■ " " S 

S&lt, duff 3 see under Taxation. 

SapfUi' Sir Tej Bahadur,. K.C.S.I.: 

Aiiditor-Genorai, 263 (39). 

Britisk Commonwealtii of Nations, eonstitutionai position of India in. 
298-301 (2), 303-4. 

Centre, responsibility at, 240 (2), 252-5. 

Oo-minercial discrimination, 306 (6). 

^ Gommerciai treaties and agreements, 296-7 (114). 

Constituencies, contact with members, 268 (47). 

Constitution : 

Amendment of constituent powers, 273-4. 

Essentials, 240 (2). 

Growth of, provision for, 298 (117), 

Council of State, constitution, 269 (50). 

Defence, 291-4, 297 (116). 

Dominion Status, pledges, 298-301, 302, 303-4. 

Excluded areas, 305 (3). 

Federal Assembly : 

Election to, 255-6 (25), 266-8. 

Indian States representatives, 251-2 (14). 

Size, 255-6 (25). 

Federal finance, 256-7. 

Federal legislatures, size, 269. 

Federation : 

Enforcement of Acts of Federal Legislature wdthin States, 251 (17). 
Financial pre-requisites, 261. 

Indian Princes and, 240-6, 248 (11). 

Financial Adviser, 261-2. 

general Financial position and cost of proposed reforms, 258-60. 

Fiscal autonomy, 263-6. 

Foreign aifairs, 240 (2), 292 (108), 296 (113). 

Franchise, 268 (45) (46), 269 (51). 

Fundamental rights, 103-4, 271-2. 

Governor-General, special responsibilities, 262. 

Go'vernors : 

Acts, procedure for i^assing, 274-5 (60). 

Legislation, special powers of, 309-10. 

Special responsibilities : 305-10, 

Commercial discrimination, prevention of, 306 (5). 

Excluded areas, 305 (3). 

Execution or orders lawfully issued by Governor-General, 305 (2). 
Indian States, protection of rights of,. 805-6 (4). 

Minorities, safeguarding legitimate interests of, 307-8 (7). 

Prevention of grave menace to peace and ti*anquiliity, 308 (8). 

Public Services, securing rights and safeguarding legitimate interests 

of, 307 (6)... 

Staff in connection with, 277 ,(6T). 

. JEEigh Commissioner, '297. {115). '■ V' 

Judicial administration:... 

\ Federal Court, 287-9, ■:290:, (104), -291. . 

High Courts, 290^2.', ' 

Judiciary, appointment,’ 'selection, promotion and control, 291 (105). 
Supreme CSourt,. 289-90, ,290- (104), 291. 
j;; Laiiir wd Order, transfer' of 275^6. ' - 

■A ‘League of , Hattons/ 297 _ (114),/ /'A-;. - ^ 
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Sapry, Sir Tej Bahadyr— coni. 

Legislative ..procedure, federal:' 

British Indian issues, Indian States’ representatives and, 248-50, 250-1. 
Supply, 251 (16). 

Alemorand uni on the White Paper : 239-320. 

. ■ Letters from Air. AI. P. Jayakar,- Air, N. AI. . Joshi and Air. A. Pan-,. 

. gasvi^aini Iyengar on, 320.- 
' .Ministers, . provincial :■ 

Oahinet form of responsihle government, 277 (68). 

Nominated member, 277 (69). 

Pensions, 285-6 (89)-(92). 

Police': , ■ ' ' . ■. . .. 

Criminal Investigation Department, control, 276 (65). 

Inspector-General, access to Governor, 276-7 (66). 

Provincial autonomy, 246-7. 

Public Service Commission, 286-7 (93). 

Public Services : 

Pecruitment, 279-82. 

Rights and interests of, 282-6. 

Railway Board, 270-1. 

Reserve Bank, 261 (36). 

Second Chambers in provinces, 278-9. 

Secretary of State’s Advisers, 287 (94). 

Secretary of State’s evidence, Press misrepresentation, 27. 

Terrorist movement, 275-6. 

Transitory provisions, 272-3 (57). 

Scienti^c Departments, growth of Federal idea, 187; British Indian 

Delegation 227, 

Secession, V see 'Mwdar Federation. 

Second Chambers: 

in Bengal, Bihar and the United Provinces, comments on proposals, and 
recommendation, British Indian Delegation 220 (7). 

Constitution, Oarr 329. 

Aborigines and hill tribes, representation, recommendation re, JosJii 323. 
Labour representation, recommendation re, Joski 323. 

Women, iirovision advocated, Begum Shah Nawaz 336. 

Essential to piovincial autonomy, Carr 329. 

Establishment of, not desirable, Napru 278-9, 

Alembers, supply of, Sapru 278 (70). 

Opinion in India, Sapru 278-9, 

Secretary of State’s advisers, comments on White Paper proposals, and 
recommendation re, Napru 287 (94). 

Sethna, Sir Phiroze C., O.B.E., Alemorandum on the future constitution of 
Aden, 149-59. 

Sind, subvention to, probable requirements, Railey 8. 

Social insurance, as subject of concurrent jurisdiction, suggestion, Joshi 
325 , 327 . 

'States, see Indian States. ’ . • ’ , 

Succession duties, see wider Taxation.- , 

Supreme' Court, see under Judicial Administration. 
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■'Taxation':"".'' 

'Gustoins;,' \ 

Federal idea, gi'owtli of, British Indian Delegation 227. 

Receipts, reduction^ Hailey B (9). 

Discriniinatioii tln'oiigh^ British Indian Delegation 211 (11); Carr 381. 
Federal idea, growth of, B'i'itish Indian Delegation 227. 

v .'.'.'Ijiooiae''; tax 

Agricultural, a coutroversial question, Hailey 8 (15). 
r Aliocation between Federation and Provinces : 

Criticism of proposals, and suggestion re, British Indian Delegation 
220; Carr 331. 

Summary of White Paper proposals, Hailey 18 (35), 18-19 (37). 
Assignment of revenue to Provinces, Me 199. 

Considerations in connection with, Hailey 10 (17). 

Exemption from, of pensions of retired members of xlll-India Services, 
no justification for proposal, British Indian Delegation 223 (34). 
Surcharges on ; 

Power to Provinces to impose, objection to, Carr 331. 

Summary of White Paper proposals, Hailey 18 (36). 

Indian States: 

Attitude of the Princes, Mehta 199-200. 

Corporation tax: 

Attitude of States, Hailey 17 (32), (33). 

Proposals re, Hydari 176 (Froposal 142). 

White Paper proposals, Hailey 18 (36), 19. 

Direct taxation, opposition of States to, Hailey 17 (32). 

Jute export tax: 

proposed Allocation of proceeds to provinces concerned. Hailey 9 (18), 
17-18 (34), 19. 

Assignment of entire proceeds to Bengal, advocated, Ghunnavi 321. 
Proceeds should be recognised as Provincial revenue and statutory alloca- 
tion to Bengal advocated, Carr 331. 

Retention by Federal Government of portion of proceeds for limited 
period would not be objected tO’, Ghuznavi 321 ; Carr 331. 
Matches, excise duty, possibility, Hailey 6 (10). 

Salt duty, Federal excises and export duties, assignment of, British 
Indian Delegation 220-1. 

Succession duties, provincial, little new revenue likely from, Hailey 8 (15). 
Terminal taxes, not to be regarded as normal source of revenue, Hailey 
8 (15). 

Tobacco, question of, Hailey 5 (10), 8 (15), 

Terminal taxes,, see under Taxation. 

" Terrorist movement:: ’T'''-.'''.' ^ 

Oriminal Investigation' f Department, or special branches dealing with : 
Control, by Governor, objections to proposal, Saxmi 276 (65). 

, i ; I, Reservation, suggestion, Garr 329-^ j European Assn. 333 (c) . 

Special branches, suggestion re form at ion and disbandment of, as neces- 
eary, Europem Asm. 3B3.-(e).;’ 

' Method of dealing with, BrMish Indian' Delegation 218-9. ' ■ . 

.^Btieoners, genexal amnesty ob|ection,'to, European Assn. 332 (a). 
Special,, Bureau' in-, conneetion with,, recommendations re future position, 

^ Europem Assn* 332-3 ^b) (c). 

‘ ■ transfer ' of law,, and order ''would' assist in stamping out of, Bapru 275-6* ^ 

, ' taxi, ^^''Taxatiw ■ • ■. ; '' 
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Transition '.period, as" short as possible advocated, Saprit 2B2-B .(21),, 273 .('57)- 
Transitory provisions, iS'apTO 272-3. 

Transferreci' , .services, deterioration in, since Reforms, reply to ■ statements',. 
' Britulv 1 7idmn^'D 225, 230-2., 

v ' . 

U.iii ted '.Provinces, finance,,, comments- on Mr. Dewar’s evidence, jffoare,, 143-4,.^ 

'■■W'.'' . 

Wo.men:; , 

Franchise, see that title. 

Fundamental rights, claim to inclusion in Constitution or Instruments of 
InstTucti ons, Begum 8Iiah Nawa^ SB7, 

Polling : 

Impersonation ciuestioii, Begum Shah Naioa?^ 339. 

Purdah question, Begum Shah Nawaz 339. 

Eepresentatioii of , see tmder Council of State, Federal Assembly, .Provincial 
Legislatures and Second Chambers. 

Settlement of questions by Imperial PaTliameiit advocated. Begum Shah 
Nawaz 339-40. 

■ z 

Zafriilfa Khan, Mr., Secretary of State’s evidence, Press misrepresentation, 27. 
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